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MEMO  TO:    Interested  Parties         k  \,^^^ 

FROM:  Charles  D.  BakeC^l^iiSan 

RE:  Managed  Care  Commission  Report 


Let  me  begin  by  thanking  Commission  members  for  their  time,  intelligence  and  service. 
For  the  past  90  days,  you  have  all  done  an  outstanding  job  of  offering  constructive 
comment  and  criticism  on  a  number  of  critical  subjects.  I  appreciate  it  very  much. 

The  Commission  was  created  to  review  the  current  condition  of  managed  care  in  the 
Commonwealth  of  Massachusetts,  and  to  make  recommendations  on  how  it  could  be 
improved.  I  believe  that  every  member  would  agree  that  this  report  adds  to  the  body  of 
knowledge  on  managed  care,  and  offers  recommendations  that  would  improve  the  quality 
of  managed  care  in  Massachusetts  and  the  confidence  of  citizens  in  the  health  care 
delivery  system. 


Yet  this  remains  a  difficult  and  complicated  policy  environment.  As  such,  all  members 
could  not  concur  with  every  recommendation.  Some  members  believe  some  of  these 
recommendations  are  more  heavy-handed  than  they  need  to  be,  while  others  believe  they 
are  not  aggressive  enough.  Several  members  represent  large  associations  that  need 
additional  time  to  process  all  the  components  of  this  report  with  their  own  memberships. 
In  addition,  the  recommendation  concerning  public  oversight  is  a  new  and  complicated 
idea.  It  will,  therefore,  require  additional  review  and  refinement. 

Nonetheless,  it  is  worth  noting  that,  on  a  number  of  important  topics,  we  did  reach 
consensus,  despite  the  diversity  of  our  membership. 

In  an  attempt  to  focus  our  review  on  a  manageable  number  of  concerns,  commission 
members  decided  to  study  five  key  areas:  state  agency  oversight  of  managed  care, 
physician  compensation,  emergency  services,  grievance  and  appeals  processes,  and 
quality/performance  measurement  efforts.  Some  topics  that  were  not  covered  as  part  of 
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this  process  remain  key  to  the  managed  care  discussion,  and  need  to  be  more  fully 
discussed  in  other  forums  as  we  continue  to  deliberate  the  changing  health  care 
environment.  These  topics  would  include,  among  others,  the  changing  treatment 
environment  for  certain  specialty  services,  such  as  mental  health  and  substance  abuse,  as 
well  as  the  changing  relationship  between  and  among  various  classes  of  caregivers. 

The  Commission  was  not  created  to  review  any  particular  piece  of  legislation  pending 
before  the  General  Court. 

State  Agency  Oversight 

There  was  general  agreement  among  Commission  members  that  components  of  the  health 
care  delivery  system  are  regulated  in  a  variety  of  ways  by  various  state  agencies,  but  that 
there  is  no  singular  oversight  of  managed  care  organizations.'  All  members  believe  that 
additional  state  oversight  is  warranted,  but  most  would  prefer  an  accreditation  approach 
over  a  system  of  state-only  regulation.  An  accreditation  approach  would  be  similar  to  the 
system  currently  employed  by  the  Department  of  Public  Health  to  oversee  acute  care 
hospitals,  in  which  DPH  uses  the  Joint  Commission  on  Accreditation  of  Healthcare 
Organizations  (JCAHO)  as  its  primary  standard,  but  can  also  review  and  audit  JCAHO 
work  and  conduct  its  own  investigations.  For  MCOs,  accreditation  would  be  based  on 
National  Commission  on  Quality  Assurance  (NCQA)  standards  or  other  accreditation 
bodies  that  are  deemed  acceptable. 

In  addition,  most  members  support  including  the  Division  of  Insurance,  the  Department 
of  Public  Health,  the  Division  of  Health  Care  Finance  and  Policy,  and  the  Board  of 
Registration  in  Medicine  in  any  managed  care  oversight  activity,  to  reduce  fragmentation, 
maximize  coordination,  and  minimize  duplication  of  effort. 

Finally,  all  members  acknowledge  that  regulating  only  those  organizations  that  fall  under 
the  jurisdiction  of  the  Division  of  Insurance  may  leave  a  number  of  managed  care 
organizations  and  their  members  outside  the  umbrella  of  state  oversight  and/or 
accreditation  efforts.  The  Division  of  Insurance  estimates  that  enroUees  not  under  state 
jurisdiction  could  represent  as  much  as  40  percent  of  the  managed  care  marketplace  in 
Massachusetts.  This  could  be  confusing  for  patients,  providers,  health  plans  and 
practitioners. 

Therefore,  most  members  support  considering  the  use  of  the  physician  licensing  process 
to  ensure  a  single-tiered  approach  to  managed  care  oversight.  Under  this  arrangement, 
physicians  would  be  permitted  to  receive  financial  support  only  from  accredited 
organizations.  Simply  put,  no  managed  care  organization  in  Massachusetts  would  be  able 


'  Managed  Care  Organizations  (MCOs)  -  entities  that  provide  (or  pay  for)  health  care  services  within  a 
defined  network  of  health  care  providers  who  are  given  responsibility  to  manage  and  provide  quality,  cost- 
effective  heath  care.  This  is  usually  accomplished  by  controlling  how  and  where  patients  obtain  health 
care  services. 


to  do  business  with  any  Massachusetts  physician  without  being  an  accredited 
organization.  This  would  ensure  that  all  managed  care  organizations  in  Massachusetts 
pursue  and  receive  accreditation. 

Accreditation  would  be  awarded  by  an  Accreditation  Board,  which  would  be  made  up  of 
representatives  of  the  Division  of  Insurance,  the  Department  of  Public  Health,  the 
Division  of  Health  Care  Finance  and  Policy  and  the  Board  of  Registration  in  Medicine.  It 
would  be  located  at  DPH,  and  would  have  the  authority  to  make  summaries  of  the 
accreditation  report  of  each  MCO  available  for  public  review. 

Some  members  believe  that  regulating  insured  HMOs  and  Preferred  Provider  Plans  under 
state  law,  and  then  using  other  forms  of  moral  persuasion  and  regulatory  oversight  to 
encourage  other  managed  care  organizations  to  abide  by  similar  standards,  might  be  a 
more  appropriate  route  to  follow. 

Physician  Compensation 

Although  the  Commission  was  unable  to  reach  a  full  consensus  on  this  issue,  all 
Commission  members  agree  that  capitation  arrangements  that  put  an  individual  physician 
at  full  financial  risk  for  all  costs  associated  with  his/her  patient 's  health  care  services 
should  not  be  permitted  in  Massachusetts.  Commission  members  also  believe  that 
patients  are  entitled  to  know  how  their  physicians  are  paid,  and  that  health  plans  need  to 
explain  how  they  pay  their  physicians  in  their  member  materials.  Commission  members 
also  support  periodic  analysis  of  physician  payment  arrangements  over  the  course  of  the 
next  several  years. 

Emergency  Services 

While  there  was  not  complete  consensus  on  this  issue,  almost  all  Commission  members 
support  requiring  all  health  plans  to  adopt  proposed  NCQA  standards  for  emergency  care, 
and  believe  MCOs  should  pay  for  federally  required  screening  and  stabilization  services. 
Most  members  also  support  requiring  hospitals  and  MCOs  to  incorporate  dispute 
resolution  mechanisms  into  their  contracts  with  one  another,  and  that  there  should  be  an 
outside  adjudication  process  for  claims  involving  non-network  providers. 

Finally,  all  members  believe  the  Commonwealth  should  work  with  MCOs  and  hospitals 
to  collect  better  data  on  presenting  symptoms,  instead  of  basing  most  data  discussions 
and  claim  payment  determinations  on  discharge  data.  This  would  be  a  significant  change 
in  existing  reporting  requirements,  which  may  require  modification  and  accommodation 
during  development  and  implementation. 

Grievances  and  Appeals 

All  members  support,  at  a  minimum,  requiring  MCOs  to  utilize  NCQA  standards  on 
clinical  decisions.  This  includes  mandating  that  any  decision  to  deny  services  must  be 


made  by  a  physician,  and  that  any  appeal  of  a  denial  has  to  be  heard  by  relevant 
specialists.  Patients  with  more  serious  situations  should  be  allowed  to  appeal  a  clinical 
denial  to  the  Division  of  Health  Care  Quality  at  DPH  after  exhausting  available  internal 
appeals,  and  DPH  should  refer  cases  it  deems  meritorious  to  the  appropriate  independent 
expert  physician  panel  for  immediate  review. 

On  administrative  appeals,  the  Commission  recommends  establishing  a  Managed  Care 
Ombudsman  at  either  the  Office  of  Consumer  Affairs  or  the  Department  of  Public  Health, 
which  would  be  reachable  via  a  toll-free  telephone  number,  and  would  be  able  to  assist 
consumers  with  particular  concerns,  as  well  as  collect  data  on  the  types  of  inquiries  made 
to  the  office  and  the  plans  involved  in  these  transactions. 

Quality  Standards 

Most  members  believe  the  purchasing,  health  plan,  and  provider  communities  are 
engaged  in  a  wide  range  of  quality  improvement  and  standard  development  activities,  and 
that  state  government  should  be  careful  about  how  it  participates  in  this  environment. 
Public  regulations  ensuring  that  all  MCOs  adhere  to  certain  standards  are  necessary  and 
appropriate,  but  regulatory  intrusion  into  quality  development  endeavors  may  not  be 
warranted  at  this  time.  In  fact,  many  members  of  the  Commission  believe  that  purchasers 
are  more  likely  to  hold  plans  and  providers  to  a  higher  quality  standard  than  plans, 
providers  or  government  would  hold  them  to. 

In  addition,  members  support  providing  the  results  of  quality  development  initiatives  to 
state  agencies  engaged  in  disseminating  information  about  health  care  performance,  so 
that  these  agencies  can  make  this  information  available  to  consumers,  providers, 
employers  and  others. 

Other  members  believe  that  purchasers  and  health  plans  are  not  necessarily  the  best 
advocates  for  patients,  given  their  necessary  (and  appropriate)  focus  on  service  costs,  and 
that  state  government  should  be  in  the  business  of  grading  and  ranking  providers  and 
health  plans. 

In  Conclusion 

The  Commission's  report  is  a  constructive  addition  to  the  policy  debate  about  how  state 
government  can  and/or  should  oversee  the  managed  health  care  environment  here  in 
Massachusetts.  It  also  provides  a  great  deal  of  useful  information  about  how  the  industry 
is  currently  organized,  and  how  existing  regulatory  processes  and  procedures  work.  More 
importantly,  the  report  demonstrates  that,  while  there  are  distinct  differences  of  opinion 
about  how  state  oversight  should  be  structured,  there  are  also  significant  areas  of 
agreement.  I  hope  policymakers,  analysts  and  others  will  be  able  to  take  this  simple  fact 
into  account  as  they  work  on  developing  appropriate  safeguards  and  oversight  techniques 
to  ensure  a  positive,  high  quality  health  care  environment. 
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I.  Managed  Care  in  Massachusetts 


What  is  ^managed  care"? 

Managed  care  is  a  widely  used  term  that  means  different  things  to  different  people.  Over 
the  years,  it  has  become  a  "catch-all"  phrase.  For  the  purposes  of  this  report,  managed 
care  is  "a  means  of  providing  health  care  services  within  a  defined  network  of  health  care 
providers  who  are  given  responsibility  to  manage  and  provide  quality,  cost-effective 
health  care.  This  is  often  accomplished  by  controlling  how  and  where  patients  obtain 
health  care  services."'  In  practice,  managed  care  can  entail  as  little  as  requiring  prior 
approval  before  a  non-emergency  hospitalization  or  it  can  be  a  comprehensive 
arrangement  where  all  health  care  services  are  accessed  and  coordinated  through  a 
person's  primary  care  provider. 

A  "managed  care  organization"  (MCO)  is  an  entity  that  uses  managed  care  to  deliver 
services  as  part  of  a  health  benefits  plan.  There  is  no  specific  licensing  in  the  state  for 
MCOs;  currently,  the  state  Division  of  Insurance  licenses  only  insurance  companies  and 
HMOs,  and  approves  the  managed  care  benefit  plans  they  offer.  In  addition  to  the 
managed  care  products  of  these  licensed  insurers,  MCOs  include  third  party 
administrators  and  provider  service  networks  under  contract  to  licensed  and  unlicensed 
plans. 

The  most  familiar  type  of  MCO  is  the  health  maintenance  organization  (HMO)  which 
actually  provides  or  arranges  for  the  provision  of  a  comprehensive  array  of  services  for  a 
monthly  fee.  An  HMO  provides  health  services  either  through  salaried  staff  or  through 
"networks"  of  providers  who  agree  to  maintain  certain  quality  and  cost  standards  as  a 
condition  of  participating  in  the  network.  Some  HMOs  also  offer  preferred  provider  and 
point  of  service  (POS)  products  which  allow  members  to  use  non-network  providers 
under  certain  circumstances,  usually  for  a  higher  co-payment  or  a  reduced  level  of 
coverage. 

Many  traditional  indemnity  insurance  plans  and  self-insured  plans  contain  managed  care 
components.  In  some  cases  this  takes  the  form  of  using  a  preferred  provider  network. 
The  network  is  comprised  of  physicians,  often  hospitals,  and  other  providers  who  may  be 
required  to  adhere  to  certain  utilization  and  other  practice  standards.  Generally,  a  person 
covered  by  a  preferred  provider  arrangement  will  pay  a  lower  co-payment  and/or 
deductible  when  he  or  she  uses  a  provider  on  the  preferred  list.  In  another  typical 
arrangement,  indemnity  insurers  "carve-out"  or  sub-capitate  certain  health  services,  such 
as  mental  health  care,  to  a  single,  specified  network  with  its  own  providers  and  utilization 
management  systems.  The  indemnity  insurer  in  this  case  pays  the  sub-capitated  provider 
a  fixed  fee  to  provide  its  members  medically  necessary  services  covered  by  this 
arrangement. 


*  A  combined  definition  from  David  Vogel,  M.S.,  Family  Physicians  and  Managed  Care,  and  the  National 
Association  of  Children's  Hospitals. 
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Provider  Service  Networks  (PSNs)  are  a  somewhat  new  form  of  MCO  that  is  gaining 
more  interest.  They  consist  of  affiUated  providers  and/or  group  practices  which  directly 
contract  with  MCOs  to  provide  their  services  to  a  group  of  enrollees  on  a  fixed  payment 
basis.  Massachusetts  law  does  not  currently  allow  licensing  of  PSNs,  except  as  HMOs. 
A  proposed  federal  law  would  allow  for  federal  licensure  of  PSNs  designed  to  provide 
services  to  Medicare  beneficiaries.  When  a  PSN  contracts  with  an  MCO,  it  is  assuming 
"downstream  risk,"  as  well  as  the  MCO's  quality  standards,  and  is  therefore  not  acting  as 
a  fully  independent  MCO  itself.  In  some  other  states,  PSNs  may  contract  directly  with 
employers,  acting  essentially  as  an  HMO. 

Third  party  administrators,  or  TP  As,  also  may  offer  a  managed  care  component  to  their 
servicing  of  self-insured  plans.  This  can  take  the  form  of  a  TPA-developed  and 
monitored  preferred  provider  network,  imposition  of  medical  necessity  reviews  prior  to 
approving  claims  for  payment,  or  imposing  pre-admission  approval  requirements  of  non- 
emergency hospitalizations.  TP  As  also  at  times  make  use  of  "carve-ouf  arrangements. 

Self-funded  employers  and  trade  unions  could  also  be  considered  MCOs.  This  report, 
however,  and  the  recommendations  in  its  conclusion,  refer  only  to  those  organizations 
that  exist  specifically  to  provide  managed  health  care  services  to  their  members. 

Participation  in  managed  care 

Most  residents  of  Massachusetts  are  covered  by  some  form  of  managed  care.  As  of 
March  31, 1997,  about  2.4  million  of  the  state's  6.1  million  people  were  members  of  a 
health  maintenance  organization  plan  in  which  the  HMO  bears  the  financial  risk  of 
providing  care  —  so-called  "fiilly  insured"  plans.  Another  approximately  300,000  are 
members  of  insured  preferred  provider  plans."  There  are  no  reliable  statistics  on 
enrollment  in  other  types  of  MCOs,  including  those  for  which  employers  bear  the  risk, 
which  describes  perhaps  40  to  50  percent  of  all  employer-sponsored  health  coverage  in 
the  state  (though  not  all  of  these  plans  are  managed  care).  It  is  assumed,  though,  that 
two-thirds  to  three-quarters  of  Massachusetts  residents  receive  their  health  care  through  a 
system  that  provides  managed  care. 

National  trends 

Increased  participation  in  managed  care  plans  has  coincided  with  sharp  declines  in  the 
rate  of  increase  of  health  care  costs.  Nationally,  the  portion  of  employer-sponsored 
coverage  that  is  managed  care  (HMO,  preferred  provider  or  point  of  service)  has 
increased  from  49  percent  in  1992  to  77  percent  in  1996.  Over  a  slightly  longer  period, 
average  annual  increases  in  employer  health  costs  went  from  a  high  of  18.6  percent  in 
1988  to  a  low  of  negative  1.1  percent  in  1994,  averaging  less  than  2  percent  from  1994  to 
1996.^ 


^  Massachusetts  Division  of  Insurance 

'  Massachusetts  Division  of  Insurance  estimate 

*  Foster  Higgins  National  Survey  of  Employer-sponsored  Health  Plans,  1996. 
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In  Massachusetts,  cost  control  efforts  have  been  equally  impressive.  Thanks  in  part  to 
market  pressure  applied  by  the  Massachusetts  Healthcare  Purchaser  Group,  HMO 
premiums  grew  by  about  4  percent  in  1994  and  less  than  1  percent  in  1995,  and  premiums 
actually  fell  slightly  in  1996.^  This  is  in  contrast  to  the  double-digit  increases  of  the 
1980s. 

These  premium  change  figures  do  not  take  into  account  changes  over  the  same  period  in 
benefit  packages  or  in  increased  employee  costs  in  the  form  of  share  of  premiums,  co- 
payments  and  deductibles. 

Recent  public  policy  activity 

As  managed  care  has  become  more  the  norm  than  the  exception  in  health  care,  managed 
care  organizations  have  come  under  more  scrutiny.  MCOs  are  relatively  new,  dominant 
players  facing  limited  public  oversight  over  the  management  of  care.  Many  consumers, 
employers,  and  providers  are  ambivalent  about  their  feelings  toward  managed  care.  While 
many  applaud  the  cost  savings  and  care  coordination  associated  v^th  managed  care,  they 
also  are  uncomfortable  wdth  limitations  of  choice,  both  within  MCO  networks  and  among 
MCOs.  ^  Perhaps  half  of  Massachusetts  employers  now  offer  one  or  two  managed  care 
plan  choices  to  their  employees. 

Managed  care  has  been  a  major  factor  in  reining  in  increasing  health  care  costs  over  the 
last  several  years.  The  health  plans'  success  at  cost  control,  through  utilization 
management  and  other  techniques,  has  caused  some  consumer  groups  and  providers  to 
question  whether  access  to  and  quality  of  care  have  been  sacrificed  to  cost  reduction 
strategies.  Further,  as  managed  care  has  matured,  MCOs  have  adopted  more 
sophisticated  methods  of  reimbursing  health  care  providers.  Some  of  these  methods  — 
such  as  capitation,  sometimes  modified  with  bonuses,  v^thholds  and  other  incentives  — 
involve  shifting  a  portion  of  financial  risk  to  the  provider,  which  raises  questions  about 
balancing  specific  financial  interests  against  good  health  care  and  identifying  how  much 
risk  is  too  much.  These  same  questions  apply  to  and  have  been  raised  about  traditional 
fee-for-service  systems,  where  the  financial  incentive  may  be  to  provide  too  much  care, 
though  many  fee-for-service  indemnity  plans  also  use  medical  management  techniques 
and  evaluate  services  for  medical  necessity  prior  to  payment. 

Attention  on  managed  care  intensified  as  its  pervasiveness  grew,  and  anecdotal  evidence 
of  clinical  disagreements,  barriers  to  care  and  service  denials  began  to  emerge.  "Gag 
rules"  imposed  by  some  health  plans  prohibited  physicians  from  discussing  with  their 
patients  treatment  options  not  covered  by  the  plan.  There  were  reports  of  women 
discharged  from  hospitals  in  a  day  or  less  after  giving  birth,  or  treated  on  an  outpatient 
basis  for  a  mastectomy.  Individuals  were  billed  for  emergency  room  visits  when  a  health 


'  Massachusetts  Healthcare  Purchaser  Group,  7995  Cost/Quality  Challenge 

*  see,  for  example,  Harvard  School  of  Public  Health  and  Louis  Harris  &  Associates'  study  comparing 
consumers'  experiences  of  health  care  received  in  managed  care  and  fee-for-service  plans,  Robert  Wood 
Johnson  Foundation  press  release,  June  28,  1995. 
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plan  determined  retrospectively  that  a  "real"  emergency  did  not  exist.  Health  plans  were 
questioning  or  denying  payment  for  care  thought  medically  appropriate  by  doctors  and 
patients. 

It  is  unclear  how  widespread  these  practices  were  before  new  laws  and  regulations 
disallowed  some  of  them,  and/or  whether  or  not  they  actually  had  a  detrimental  effect  on 
people's  health.  Data  systems  around  managed  care,  while  more  sophisticated  than 
previous  data  systems,  are  still  evolving,  as  are  standards  for  measuring  how  well  an 
MCO  delivers  care.  It  is  therefore  difficult  to  collect  comprehensive  data  that  give  a  clear 
picture  of  common  managed  care  practices.  Research  on  the  health  effects  of  managed 
care  practices  is  at  an  equally  early  stage.  Nevertheless,  perceived  negative  effects  of 
managed  care  practices  have  led  to  recent  public  policy  reactions. 

An  alternative  view  —  articulated  by  some  employers,  health  plans  and  other  payers  —  is 
that  the  backlash  against  managed  care  has  arisen  out  of  dissatisfaction  on  the  part  of 
health  care  providers  —  physicians,  hospitals,  and  so  on  —  who  have  seen  their  incomes 
slow  or,  in  some  cases,  fall.  Changes  in  the  way  that  health  care  is  delivered  and  paid  for 
have  slowed  health  inflation  in  recent  years,  and  contributed  to  overall  inflation  control 
and  economic  growth.   Managed  care  couples  concepts  of  efficiency  and  cost- 
effectiveness  with  quality,  something  that  some  argue  was  long  overdue.  This  has  been  a 
difficult  adjustment  for  some  providers,  most  of  whom  are  motivated  by  the  desire  to 
provide  their  patients  the  best  possible  care,  and  who  are  not  used  to  an  approach  that 
explicitly  weighs  costs  against  benefits  and,  at  times,  requires  differing  standards  of 
practicing  medicine.  This  discomfort  is  expressed  through  attacks  on  managed  care  in 
general. 

Some  recent  academic  studies  have  raised  concerns  about  managed  care  quality, 
particularly  for  vulnerable  populations  such  as  elders,  the  poor  and  the  chronically  ill. 
State  legislatures  across  the  country,  as  well  as  the  U.S.  Congress  and  federal  agencies, 
have  by  and  large  begun  to  respond  with  a  variety  of  actions  to  the  perception  that 
managed  care  has  sacrificed  quality.  For  example,  many  states  have  now  added  to  their 
health  insurance  mandates  a  minimum  length  of  stay  for  childbirth,  and  the  federal 
government  has  done  the  same.  The  federal  Health  Care  Financing  Administration 
(HCFA)  issued  regulations  prohibiting  gag  rules  in  MCOs  that  serve  Medicare 
beneficiaries;  many  states  have  passed  similar  laws  for  the  insured  managed  care  market. 
States  have  issued  regulations  placing  new  licensure  requirements  on  MCOs,  including 
specific  standards  for  quality  and  member  grievance  processes. 


'  Katharine  R.  Levit  et  al.,  "National  Health  Expenditures,  1994,"  Health  Care  Financing  Review,  Spring 
1996 

*  See,  for  example,  John  Ware  et  al.,  "Differences  in  4- Year  Health  Outcomes  for  Elderly  and  Poor, 
chronically  111  patients  Treated  in  HMO  and  Fee-for-Service  Systems,"  JAMA,  October  2,  1996  (funded  by 
Henry  J.  Kaiser  Family  Foundation);  Robert  Blendon,  presentation  at  the  John  F.  Keimedy  School  of 
Government,  June  12, 1997  (funded  by  the  Kaiser  and  Robert  Wood  Johnson  Foundations);  Cathy  Schoen 
and  Pamela  Davidson,  "Image  and  Reality:  Managed  Care  Experiences  by  Type  of  Plan,"  Bulletin  of  the 
New  York  Academy  of  Medicine,  Winter  Supplement  1996  (funded  by  the  Commonwealth  Fund). 
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Most  states  now  have  some  statutory  or  regulatory  control  over  how  MCOs  may  deliver 
and  finance  care  (see  Appendix  B),  and  activity  is  continuing.  The  California  legislature, 
for  example,  is  debating  a  "Consumer  Bill  of  Rights"  (some  states  already  have  them), 
and  President  Clinton  recently  named  a  29-member  Advisory  Commission  on  Consumer 
Protection  and  Quality  in  the  Health  Care  Industry. 

It  is  in  this  context  that  the  joint  insurance  and  health  care  committees  of  the 
Massachusetts  legislature  filed  H.  4372  (now  H.  4637),  "An  Act  to  Protect  Consumers  in 
Managed  Care  Health  Plans  in  the  Commonwealth,"  and  Governor  Weld  appointed  this 
Special  Advisory  Commission  on  Managed  Health  Care. 

The  need  for  data 

There  is  little  systemic  evidence  that  managed  care  organizations  in  Massachusetts 
restrict  access  to  needed  medical  services  in  order  to  control  costs  (though  the  question  of 
what  is  "needed"  is  subject  to  interpretation  and  debate).  Ideally,  public  policy  efforts 
would  start  with  an  evaluation  of  such  evidence,  generated  from  objective,  standardized 
data.  We  would  then  identify  problems  that  required  public  remedies,  and  develop 
appropriate  policy  proposals  which  included  methods  to  evaluate  their  effectiveness. 

Data  linking  managed  care  practices  (or  any  practices)  and  bad  health  outcomes  are 
limited,  however,  and  no  systemic  data  from  fee-for-service  systems  are  available  for 
comparison.  Absent  such  information,  and  the  generally  good  reputation  of  managed  care 
organizations  in  the  state,^  is  policy  action  necessary? 

Stories  of  individual  instances  or  patterns  of  practices  by  MCOs  have  been  sufficient  to 
mobilize  the  public  policy  apparatus  in  many  states,  including  Massachusetts.  This  is 
understandable,  because  perceptions  of  unfair  practices  —  as  well  as  actual  events  — 
undermine  public  confidence  in  a  system  that  has  become  the  predominant  form  of  health 
care  delivery  in  many  areas  of  the  country.  In  Massachusetts,  over  half  of  the  population 
receives  its  health  care  through  some  form  of  managed  care,  and  managed  care  companies 
control  large  sums  of  money.  The  public  interest  in  bolstering  confidence  in  the  system 
by  providing  a  basic  level  of  consumer  protection  against  possible  insidious  practices, 
while  still  allowing  the  health  care  market  to  function,  is  clear. 

The  Governor's  Special  Advisory  Commission  on  Managed  Health  Care  set  out  to 
review,  in  a  relatively  short  period  of  time,  certain  key  managed  care  practices  and  their 
effects,  and  what  follows  in  this  report  is  based  on  data  and  information  presented  to  the 
Commission.  The  Commission's  primary  goal  was  to  develop  policy  recommendations 
based  on  available  data.  Those  recommendations  are  summarized  in  the  final  section  of 
this  report.  A  subsidiary  goal,  however,  was  to  assemble  a  set  of  available  information  on 


Attorney  General  Scott  Harshbarger  has  stated  that  "Massachusetts  managed  care  organizations  are 
among  the  best  in  the  country."  The  Attorney  General's  Report  on  Managed  Care  in  Massachusetts: 
Protecting  Managed  Health  Care  Consumers,  February  1997. 
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managed  care  in  Massachusetts,  on  which  future  discussions  might  build.  That 
information  is  presented  throughout  this  report  and  is  the  foundation  for  the 
Commission's  recommendations. 
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II.  Current  Oversight  of  Managed  Care  Organizations 

Massachusetts 

Current  regulation  of  MCOs  in  Massachusetts  might  be  described  as  broad  but  not  deep. 
The  primary  state  agencies  that  oversee  aspects  of  managed  care  are  the  Division  of 
Insurance,  the  Department  of  Pubhc  Health,  the  Board  of  Registration  in  Medicine,  and 
the  Attorney  General. 

Division  of  Insurance  (DO!) 

The  Division's  jurisdiction  over  managed  care  extends  to  HMOs  (closed  network  plans), 
preferred  provider  network  and  point-of-service  plans,  and  indemnity  (no  network)  plans. 
"Carve-out"  companies,  third  party  administrators  and  free-standing  utilization  review 
organizations  are  outside  of  DOI's  regulatory  oversight.  DOI's  primary  role  in  managed 
care  is  to  monitor  the  financial  solvency  of  insured  MCOs. 

As  part  of  its  initial  approval  process  under  the  law,  DOI  requires  that  HMOs  and  insured 
preferred  provider  products  include  a  plan  for  quality  assurance  and  utilization  review 
systems,  but  it  does  not  have  the  authority  to  evaluate  the  merits  or  operation  of  the  plan. 
DOI  must  be  satisfied  that  an  applicant  can  provide  adequate  service  coverage  for  each 
region  it  serves;  it  also  oversees  rates  and  forms,  and  ensures  that  benefits  meet  state  and 
federal  mandates.  DOI  receives  copies  of  managed  care  contracts  and  reviews  them  for 
consumer  protection  provisions  (such  as  the  adequacy  of  services  and  prohibitions  against 
balanced  billing  and  "hold  harmless"  provisions).  But  DOI  has  limited  authority  over  the 
claims  processing  of  insurers,  and  no  authority  over  self-insured  plans. 

DOI  has  never  revoked  or  officially  denied  a  license  to  an  HMO  in  the  Commonwealth; 
some  companies  have  effectively  disqualified  themselves  by  not  completing  the 
application  process.  While  DOI  verifies  that  a  product  has  adequate  provider  networks  at 
time  of  approval,  it  does  not  have  the  authority  to  do  ongoing  quality  reviews  of  those 
networks.  Companies  are  expected  to  send  annual  updates  and  notify  DOI  about  material 
changes  to  their  original  applications. 

DOI  hears  complaints  from  members  about  their  HMOs  and  received  149  such 
complaints  in  1996.  DOI  probably  does  not  get  an  inordinate  number  of  complaints 
regarding  HMOs  because  consumers  have  other  avenues  to  pursue,  such  as  the  HMO's 
own  internal  appeals  process,  an  employer's  appeals  process,  ERISA's  special  appeals 
processes  and  the  Attorney  General's  office.  There  is  also  a  formal  Board  of  Review 
housed  in  DOI  which  provides  an  appeals  system  for  complaints  against  medical  service 
corporations. 

A  very  significant  gap  in  DOI's  regulatory  authority  involves  self-funded  health  plans, 
that  is,  plans  for  which  the  employer,  union  or  other  sponsoring  organization  maintains 
the  financial  risk  of  the  members'  care,  and  the  MCO  acts  only  as  an  administrator  of  the 
plan.  Arrangements  such  as  these  are  regulated  by  the  federal  Employee  Retirement 
Income  Security  Act  (ERISA),  which  exempts  self-funded  health  plans  from  state  laws 
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and  regulations.  All  of  the  provisions  described  here,  therefore,  do  not  apply  to  ERISA- 
exempt  plans.  About  40  percent  of  the  employer-sponsored  health  plans  in 
Massachusetts  fall  into  this  category. 

Department  of  Public  Health  (DPH) 

DPH  oversees  health  care  facilities,  and  therefore  does  not  have  direct  authority  over 
MCOs,  except  to  the  extent  that  they  operate  DPH-licensed  clinics  or  hospitals. 

DPH  accepts  accreditation  by  the  Joint  Commission  on  Accreditation  of  Healthcare 
Organizations  (JCAHO)  for  hospital  licensure.  Beyond  the  JCAHO  certification,  DPH 
conducts  "look  behind"  investigations  of  specific  serious  incidents  and  complaints.  DPH 
also  conducts  a  survey  based  on  the  Medicare  conditions  of  participation,  which  are  very 
different  from  JCAHO  reviews.  Providers  pay  a  membership  fee  to  JCAHO  and  then  pay 
an  additional  fee  for  the  accreditation  survey.  In  general,  DPH  incorporates  Medicare 
regulations  governing  hospital  behavior  with  supplemental  standards  in  specific  areas 
such  as  pediatrics,  perinatal  services  and  cardiac  catheterization  services.  In  cases  where 
a  DPH  survey  has  found  serious  problems  after  a  JCAHO  visit,  DPH  places  the  provider 
under  "conditional  noncompliance."  The  provider  must  submit  a  plan  to  redress  the 
problem(s)  within  a  certain  time  period  or  face  losing  Medicare  participation  and  its  DPH 
license.  DPH  has  never  had  cause  to  revoke  a  license,  and  all  reported  inquiries  and 
incidents  have  been  reviewed  to  its  satisfaction. 

In  1996,  DPH  received  189  consimier  complaints  and  249  hospital  reported  incidents 
(exceptional  occurrences  or  serious  outcomes)  resulting  in  84  on-site  investigations. 

DPH  licenses  all  outpatient  clinics  and  performs  complaint  reviews,  but  it  does  not 
schedule  regular  visits.  Medicaid  requires  a  clinic  license  for  mental  health  services  so 
nursing  homes  with  mental  health  providers  must  be  licensed  as  a  clinic  in  order  to 
qualify  for  Medicaid  reimbursement. 

Board  of  Registration  in  Medicine  (BORM) 

The  board  effects  oversight  of  health  care  through  its  licensing  and  monitoring  of 
physicians.  Physicians  are  licensed  every  two  years  and  must  maintain  a  certain  level  of 
continuing  education,  which  includes  a  specific  amount  of  training  on  risk  management. 

BORM  has  detailed  standards  for  HMO  credentialing,  monitoring  and  professional 
support  for  network  physicians.  It  also  monitors  substandard  care  by  physicians 
primarily  through  its  Patient  Care  Assessment  (PCA)  program.  Hospitals  and  HMOs  (but 
not  other  MCOs)  are  required  to  report  disciplinary  action  taken  against  physicians, 
which  the  Board  may  then  follow  up  with  an  investigation.  The  Board  also  acts  on 
complaints  it  receives  from  patients. 

Attorney  General 

The  Massachusetts  Attorney  General  oversees  corporate  aspects  of  managed  care  through 
its  enforcement  of  anti-trust  and  public  charity  laws.  State  anti-trust  provisions  basically 
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mirror  federal  law.  When  an  MCO  is  involved  in  a  merger  or  acquisition,  the  Attomey 
General's  office  conducts  a  market  concentration  analysis  and  reviews  the  action  to  see  if 
it  will  have  any  detrimental  effects  on  the  market.  A  federal  finding  of  "no  harm"  does 
not  preclude  the  state  from  conducting  its  own  investigation. 

The  Attomey  General  also  has  a  consumer  protection  fimction.  Under  the  Consumer 
Protection  Act,  consumers  may  bring  complaints  about  managed  care  organizations  (or 
any  other  entity  engaged  in  trade  or  commerce)  to  the  Attomey  General. 

Other  States 

In  Section  I,  we  described  some  of  the  activity  that  other  states  have  imdertaken  to 
regulate  managed  care.  California,  Connecticut,  New  Jersey  and  New  York  have  been 
among  the  most  active  states  recently  in  adopting  new  measures.  The  following  provides 
a  brief  synopsis  of  the  oversight  agencies  and  their  regulatory  reach  in  each  of  these 
states.  A  matrix  in  Appendix  B  to  this  report  provides  additional  detail. 

California 

Regulation  History.  The  Knox-Keene  Health  Care  Service  Plan  Act  of  1975  created  the 
basis  for  regulation  of  health  maintenance  organizations  in  California.  This  Act  was 
promoted  by  financial  scandals  among  some  Medi-Cal  (Medicaid)  HMOs  in  the  early 
1970s.  Since  1975,  the  Act  has  been  considerably  enhanced  through  additional 
legislation  and  regulation  to  encompass  not  only  financial  solvency  and  adequate 
reserves,  but  also  mandatory  quality  assurance  programs,  controls  on  utilization  review, 
mandated  benefits,  emergency  care  coverage,  grievance  systems  and  the  conversion  of 
non-profit  plans  to  for-profit  status.  The  number  of  bills  dealing  with  HMOs  and  other 
managed  care  plans  has  increased  significantly,  from  29  in  the  1993-94  biennial  session 
to  69  in  1995-96  to  42  in  just  the  first  half  of  the  1997-98  session. 

Regulating  authority.  Managed  care  is  primarily  regulated  by  the  Department  of 
Corporations,  which  is  the  administrative  equivalent  of  Massachusetts'  Secretary  of  State. 
HMOs  must  obtain  state  licensure  prior  to  beginning  operations.  Each  applicant  must 
ensure  there  is  adequate  service  coverage  for  each  region  or  service  area.  All 
organizations  must  demonstrate  that  access  to  care  is  reasonable  and  must  include  travel 
and  distance  assessments  as  well  as  probable  waiting  times  for  scheduled  appointments. 
Every  plan  is  required  to  establish  procedures,  in  accordance  with  department  regulations, 
for  continuously  reviewing  the  quality  of  care,  performance  of  medical  personnel, 
utilization  of  services  and  facilities,  and  cost. 

The  Department  of  Corporations  must  conduct  a  financial  examination  of  health  plans  at 
least  once  every  five  years.  At  least  every  three  years  the  department  must  complete  an 
on-site  medical  survey  of  the  health  delivery  system  of  each  HMO.  The  survey  includes 
a  review  of  utilization  pattems,  peer  review  mechanisms,  complaint  handling  process  and 
quality  assurance  measures.  The  final  report  must  include  all  compliance  efforts  and 
follow-up  measures  taken.  All  surveys  are  made  available  to  the  public  45  days  after  the 
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HMO  has  received  it.  HMOs  may  also  voluntarily  seek  accreditation  by  the  National 
Committee  for  Quality  Assurance. 

Connecticut 

Regulation  history.  Pressure  from  consumers  and  providers  led  to  managed  care 
legislation  last  year,  which  passed  in  the  Senate  but  died  in  the  House.  The  Program 
Review  Committee  of  the  legislature  then  conducted  a  study  of  managed  care  in  the  state, 
and  issued  a  150  page  report  with  recommendations.  Many  of  these  recommendations 
are  in  this  year's  successful  bill,  which  was  signed  into  law  at  the  end  of  June. 

Regulating  authority.  Managed  care  in  Connecticut  is  primarily  regulated  by  the 
Department  of  Insurance.  The  department  conducts  reviews  every  three  years  and  has  the 
responsibility  for  regulating  health  maintenance  organizations  in  the  following  areas: 
fmancial  solvency,  licensure,  rate  approval,  policy  forms  approval,  ensuring  that  benefits 
meet  state  and  federal  mandates  and  that  the  HMO  has  an  internal  dispute  resolution 
system. 

Every  plan  must  establish  procedures  in  accordance  with  department  regulations  for 
continuously  reviewing  the  quality  of  care.  A  plan  must  demonstrate  that  its  utilization 
review  program  meets  statutory  criteria  concerning  notification,  appeal,  and  clinical 
review  procedures.  Plans  that  contract  out  for  utilization  review  services  must  use  a 
group  that  is  licensed  by  the  state. 

Prior  to  May  1998  and  annually  thereafter,  plans  must  file  with  the  department  their 
quality  assurance  standards,  prior  authorizations  denied,  complaint  statistics,  HEDIS  data, 
model  and  provider  contracts,  financial  statements,  and  whatever  else  the  department 
feels  appropriate  for  evaluating  and  comparing  plan  performance. 

New  Jersey 

Regulation  history.  The  decision  to  overhaul  the  HMO  regulations  was  based  on 
growing  enrollment  in  managed  care  plans  and  the  feeling  that  the  original  regulations 
regarding  consumer  protection  issues  were  outdated.  More  and  more  legislators  were 
introducing  disease-  or  treatment-specific  bills,  which  health  plans  and  hospitals  saw  as 
unreasonable  and  unsubstantiated.  They  wanted  the  executive  branch  to  step  in  with  a 
reasonable,  comprehensive  regulation.  The  Division  of  Health  Care  Services  convened  a 
30-member  panel  to  review  the  regulations.  Members  included  hospitals,  home  health 
agencies,  nurses  association,  consumers,  medical  society,  and  others.  The  panel  met 
monthly  over  a  period  of  two  years,  culminating  in  new  rules  that  became  fully  effective 
on  July  1,  1997. 

Regulating  authority.  The  Department  of  Health  and  Senior  Services  and  Department 
of  Banking  and  Insurance  share  regulatory  authority.  Reviews  may  be  done  annually  but 
in  no  case  less  than  once  every  three  years,  and  plans  are  assessed  a  $1,000  yearly  fee. 
The  departments  review  health  plans'  financial  statements  and  solvency  plans,  methods  to 
facilitate  access  to  services  for  culturally  and  linguistically  diverse  members,  complaint 


10 


and  appeal  procedures,  quality  improvement  programs,  and  utilization  management 
programs. 

Plans  must  have  an  ongoing  quality  improvement  (QI)  program  which  evaluates  the 
availabihty,  accessibihty,  and  quality  of  care.  QI  programs  must  be  under  the  direction  of 
the  medical  director  or  other  designated  physician.  The  program  is  subject  to  annual 
review;  a  state-approved  organization  must  conduct  an  extemal  quality  review  every  three 
years. 

New  York 

Regulation  history.  The  HMO  Consumer  Rights  Act  is  designed  to  make  available  to 
health  consumers  more  detailed  information  concerning  their  health  insurance  coverage 
options.  Further,  it  establishes  comprehensive  standards  for  the  grievance  procedures  of 
managed  care  organizations  and  for  utilization  review,  bans  limitations  on  a  provider's 
right  to  advocate  to  the  plan  on  behalf  of  the  patient,  and  establishes  due  process 
protections  for  health  care  providers  participating  in  the  networks.  Rules  regulating  the 
operational  function  of  HMOs  were  effective  January  1,  1997  and  all  other  guidelines 
were  effective  on  April  1,  1997. 

Regulating  authority.  Managed  care  in  New  York  is  regulated  by  the  Departments  of 
Insurance  and  Public  Health.  A  license  may  not  be  granted  imtil  the  agencies  are  satisfied 
that  the  applicant  has  a  description  of  the  types  of  methodologies  the  health  maintenance 
organization  uses  to  reimburse  providers,  financial  solvency  plans  are  in  place  and  there 
is  an  acceptable  quality  assurance  program  and  mechanisms  to  resolve  member 
complaints  and  grievances. 

Independent  utilization  review  agents  (those  not  licensed  or  certified  HMOs  or  insurers) 
must  register  within  the  Department  of  Public  Health  and  renew  their  registration  every 
two  years.  The  Commissioner  of  Health  examines  the  quality  and  adequacy  of  a  health 
plan's  services,  and  the  Insurance  Superintendent  evaluates  the  plan's  financial  affairs, 
every  three  years. 

Issues  for  the  Commission 

The  Commission  believes  that  there  is  a  public  health  need  to  apply  standards  to  evaluate 
how  an  MCO  in  Massachusetts  ensures  that  its  members  are  receiving  high  quality  care. 
Most  Commission  members  believe,  however,  that  imposing  standards  directly  on  tlie 
plans  currently  subject  to  oversight  by  state  agencies  may  not  be  effective  for  two  main 
reasons: 

•    There  are  many  types  of  MCOs  —  physician  practices,  third  party 

administered  networks,  publicly-funded  primary  care  provider  networks  and 
HMOs,  self-insured  health  plans,  hospital  networks  and  others  —  that  are 
currently  beyond  the  regulatory  reach  of  these  agencies.  The  Massachusetts 
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Division  of  Insurance,  for  example,  has  general  jurisdiction  only  over  fully 
insured  HMO,  preferred  provider,  indemnity  and  point-of-service  plans. 

•    Some  managed  care  plans  —  covering  perhaps  40  to  50  percent  of  managed 
care  in  the  state  —  are  beyond  the  reach  of  direct  state  regulation.  Third  party 
administrators,  self-fimded  employers  and  Taft-Hartley  trusts  are  exempt  from 
state  laws  governing  health  plans  because  of  ERISA. 

Therefore,  attempts  to  regulate  insured  HMO  and  preferred  provider  products  as  the 
primary  mechanism  of  comprehensive  managed  care  oversight  will  create  a  two-tiered 
regulatory  system  for  managed  care  —  one  for  those  entities  covered  by  state  insurance 
law,  and  limited  regulatory  systems  for  plans  covered  by  federal  law.  Some  think  that 
this  may  encourage  those  plans  (and  employers)  who  are  covered  under  new  guidelines  to 
restructure  themselves  out  from  under  state  law  by  self-insuring  their  benefit  plans.  Most 
members  of  the  Commission  believe  that  the  most  appropriate  way  to  ensure  that 
standards  are  imposed  and  met,  evenly  and  across  all  types  of  managed  care,  is  to  require 
as  a  condition  of  licensure  that  health  care  practitioners  —  specifically,  physicians  — 
contract  and  receive  payments  only  fi-om  MCOs  who  meet  minimum  standards. 

These  standards  would  be  overseen  by  a  new  accreditation  board  housed  at  the 
Department  of  Public  Health  and  consisting  of  representatives  of  the  Department  of 
Public  Health,  the  Division  of  Insurance,  the  Board  of  Registration  in  Medicine,  and  the 
Division  of  Health  Care  Finance  and  Policy.  The  accreditation  board  would  deem  that 
MCOs  meet  minimum  standards  if  they  are  accredited  by  acceptable  accreditation 
entities.  Possible  existing  entities  include  the  National  Committee  for  Quality  Assurance, 
(NCQA),  the  Utilization  Review  Accreditation  Commission  (URAC),^°  the  Joint 
Commission  on  Accreditation  of  Healthcare  Organizations  (JCAHO),  The  Medical 
Quality  Commission  (TMQC),  and  others.  For  organizations  that  engage  in  direct 
contracting  but  for  which  there  currently  is  no  accrediting  body,  this  accreditation  board 
would  fill  that  role. 

Some  members,  while  expressing  reservations  about  using  physician  licensure  to  ensure  a 
comprehensive  approach  to  quality  assurance  of  MCOs,  acknowledge  that  there  may  be 
some  drawbacks  or  limitations  to  direct  regulation  of  insured  HMO  and  preferred 
provider  products.  They  believe  that  a  combination  of  regulation,  purchasing  power, 
financial  incentives  (such  as  tax  credits  like  those  available  through  the  Division  of 
Medical  Assistance's  Insurance  Reimbursement  Program)  and  the  bully  pulpit  can  be 
employed  by  state  government  to  substantially  affect  the  behavior  of  most  of  the  market. 


URAC  recently  changed  its  name  to  the  American  Accreditation  Healthcare  Commission  (AAHC). 
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III.  Specific  Managed  Care  Issues  of  Concern  to  the  Commission 


A.  Physician  Compensation  Arrangements 

Physician  compensation  arrangements  are  varied,  complex  and  ever-changing.  They  vary 
across  plans  and,  within  plans,  across  physician  groups.  The  basic  types  of  arrangements 
MCOs  use  are  fee-for-service,  capitation,  and  salary,  sometimes  accompanied  by 
withhold  and  bonus  provisions.  Coupled  with  these  arrangements  can  be  various 
mechanisms  that  may  bring  additional  financial  protections,  such  as  risk  pools  and  stop- 
loss  or  other  risk-limiting  protection. 

Fee-for-Service 

"Managed"  fee-for-service  generally  takes  the  form  of  a  discount  off  the  usual  and 
customary  charge  or  a  fee  schedule  developed  by  the  MCO  after  analyzing  claims  data. 
The  fee  may  include  ancillary  services.  A  global  fee  is  a  single  payment  for  all  services 
related  to  an  episode  of  care  or  medical  procedure.  This  is  common  in  obstetrics,  for 
example. 

This  form  of  payment  most  closely  resembles  the  "traditional"  method,  in  which 
practitioners  are  paid  for  every  service  delivered.  Many  argue  that  this  form  of  payment 
creates  incentives  to  overtreat  or  provide  unnecessary  services.  MCOs  in  a  fee-for- 
service  environment  use  utilization  review,  quality  assurance  and  risk  pool  arrangements 
to  guard  against  the  overutilization  of  services. 

Salary 

Physicians  paid  with  a  salary  by  MCOs  receive  the  same  pay  regardless  of  the  amoimt  of 
service  they  provide.  Though  this  eliminates  uncertainty  about  income  for  physicians, 
there  is  some  evidence  of  physicians  providing  less  care,  or  providing  it  less  efficiently, 
than  they  should.  MCOs  that  use  this  payment  method  have  therefore  begun  to  combine 
it  with  productivity  incentives. 

Capitation 

Capitation  is  a  per-member  per-month  (pmpm)  flat  rate  payment  to  a  physician  or  group 
for  specified  services  to  be  provided  to  enrolled  members.  The  provider  receives  this 
monthly  amount  regardless  of  the  amount  of  service  actually  delivered.  Providers  can  use 
capitation  to  support  payment  for  a  broad  array  of  services. 

Primary  care  physician  (PCP)  capitation  usually  includes  basic  tests  or  procedures, 
generally  low  in  cost,  that  are  typically  performed  in  a  physician's  office.  The  scope  of 
services  that  are  capitated  can  vary.  Capitation  means  the  physician  or  hospital  assumes  a 
certain  level  of  financial  risk,  which  is  not  the  case  under  fee-for-service  arrangements. 
This  creates  an  incentive  potentially  opposite  from  fee-for-service  —  the  incentive  to 
undertreat,  possibly  even  to  withhold  needed  care. 

Capitation  may  be  at  the  individual  physician  level,  or  at  the  practice  group  or  hospital 
level.  In  addition,  the  incentives  inherent  in  capitation  may  be  enhanced.  Bonus 
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provisions  offer  "upside"  financial  gain  to  providers  who  meet  performance  targets 
(usually  consisting  of  cost,  use  and  quality  standards).  Withholds,  on  the  other  hand, 
offer  the  prospect  of  a  physician  or  group's  not  receiving  their  full  capitation  amount  if 
they  do  not  meet  performance  standards. 

Specialists  and,  in  some  cases,  ancillary  service  providers,  have  also  begun  to  fall  under 
capitation  arrangements.  For  example,  specialty  services  such  as  mental  health,  radiology 
and  ophthalmology  are  areas  where  capitated  arrangements  may  be  found.  Pharmacy  and 
laboratory  services  may  also  be  paid  under  capitated  arrangements. 

There  is  very  little  empirical  evidence  that  examines  the  impact  of  different  payment 
arrangements  on  quality  of  care.' '  Studies  have  shown,  however,  that  payment 
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arrangements  do  affect  physicians'  behavior,    that,  for  example,  the  financial  incentive 
facing  physicians  in  managed  care  plans  is  a  contributing  element  to  reduced  levels  of 
utilization.  The  lower  utilization  results  from  reductions  in  duplicate  services  provided  in 
an  unmanaged  environment  and  from  providers  treating  patients  in  the  home,  in  skilled 
nursing  facilities  or  in  other  altemative  settings. 

Massachusetts  MCOs  Compensation  Arrangements 

A  recent  study  examining  capitation  contracts  nationwide  foimd  that,  in  1995,  New 
England  led  the  nation  in  the  number  of  physicians  who  reported  having  capitated 
contracts  (42  percent)  along  with  the  largest  single  year  increase  in  the  incidence  of 
capitation  (13  percent).  The  study  found  that  this  increase  is  caused  in  part  by 
Massachusetts,  where  46  percent  of  physicians  report  some  revenues  eamed  under 
capitation  (compared  with  32.5  percent  nationwide).  However,  Massachusetts  physicians 
were  just  imder  the  national  average  in  the  share  of  total  practice  revenues  that  are 
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capitated  (17  percent  versus  19  percent). 

The  Massachusetts  Association  of  HMOs  (MAHMO)  hired  Nancy  Tumbull  of  the 
Harvard  School  of  Public  Health  to  review  physician  contracts  in  its  member  HMOs, 
which  accounted  for  about  74  percent  of  total  statewide  HMO  membership  in  1996  (see 
Appendix  B).  The  study  analyzed  the  payment  method  for  each  HMO  that  covered  a 
majority  of  its  members;  in  some  cases  this  excluded  an  HMO's  Medicare  business  from 
the  analysis.  Massachusetts  HMOs'  physician  compensation  arrangements  range  from 
fee  for  service  to  capitation  to  salary,  and  may  include  some  combination  of  withholds, 
bonuses  and  stop-loss  coverage.  Generally,  capitation  arrangements  in  Massachusetts  are 
with  medical  groups  and  focus  on  primary  care  physicians,  with  less  emphasis  on 


"  Goldfield,  Berman,  et  al.,  "Methods  of  Compensating  Managed  Care  Physicians  and  Hospitals",  Journal 
of  Ambulatory  Care  Management,  1992 

Fred  J.  Hellinger,"The  Impact  of  Financial  Incentives  on  Physician  Behavior  in  Managed  Care  Plans:  A 
Review  of  the  Evidence",  Medical  Care  Research  and  Review,  September  1996;  Goldfield,  Berman,  et  al., 
op.  cit.;  Eugene  S.  Ogrod,"Compensation  and  Quality:  A  Physician's  View",  Health  Affairs,  May/June 
1997 

Simon  and  Emmons,"Physician  Earnings  at  Risk:  An  Examination  of  Capitated  Contracts,"  Health 
Affairs,  May/June  1997 
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capitation  of  individual  physicians  and  on  specialists.  The  study  found  that  compensation 
arrangements  in  Massachusetts  continue  to  evolve,  and  it  appears  that  the  HMOs  studied 
do  not  include  arrangements  that  are  potentially  problematic  for  physicians  and  their 
patients. 

One  of  the  goals  of  the  study  was  to  identify  payment  arrangements  that  might  have  the 
potential  to  create  inappropriate  incentives  for  physicians.  The  types  of  arrangements 
regarded  as  potentially  problematic  are: 

•  payments  based  on  limiting  services  provided  to  an  individual  patient; 

•  placing  an  individual  physician  at  financial  risk,  especially  for  services  not  provided 
directly  by  the  physician; 

•  physicians  at  risk  for  services  over  which  they  have  no  control,  except  as  a  pooled 
entity  as  part  of  a  large  multi-specialty  group  practice  or  hospital/physician  unit; 

•  risk  sharing  with  no  reasonable  minimum  panel  size  requirements; 

•  withholding  fees  that  exceed  20%; 

•  excessive  aggregate  down  or  upside  financial  risk  (more  than  25%  of  physician 
payments  linked  to  specific  measures  of  performance); 

•  failure  to  provide  stop-loss  insurance  as  protection  against  high  cost  individual 
patients. 

The  specific  findings  fi-om  this  review  found  that  for  PCPs  there  is  almost  an  even  split 
among  three  payment  arrangements:  35  percent  fee-for-service,  35  percent  capitation  and 
30  percent  salary.  35  percent  also  combine  their  payment  arrangements  with  a  withhold. 
Individual  specialists  in  Massachusetts  are  paid  predominantly  through  fee-for-service 
arrangements  (76  percent)  with  the  rest  split  evenly  between  capitation  and  salary 
arrangements,  and  with  a  slightly  smaller  use  of  withholds. 

The  conclusions  of  the  MAHMO  study  are  that  the  payment  arrangements  in 
Massachusetts  HMOs  are  structured  in  a  reasonable  manner,  with  ample  protection  for 
physicians  against  uncontrollable  costs  and  for  patients  against  inappropriate  incentives 
to  withhold  necessary  services.  The  study  did  not  examine  the  next  level  of 
compensation  arrangements  —  those  between  the  groups  contracting  with  HMOs  and 
their  individual  physicians,  which  appear  to  vary  greatly  and  change  frequently.  This  is 
one  area  that  may  become  more  important  to  monitor  as  the  transfer  of  financial  risk 
moves  further  down  the  line  to  individual  physicians. 

Federal  Regulations 

HCFA  recently  instituted  a  regulation  on  Physician  Incentive  Plans  (PIP)  in  Prepaid 
Health  Care  Organizations.  Beginning  on  January  1,  1997  MCOs  with  Medicare  or 
Medicaid  contracts  must  disclose  information  about  PIPs  to  HCFA  or  to  state  Medicaid 
Agencies.  MCOs  with  compensation  arrangements  placing  physicians  or  physician 
groups  at  substantial  financial  risk  (as  defined  in  the  regulation)  must  also  assure 
provision  of  adequate  stop-loss  protection  and  conduct  beneficiary  surveys  when  the 
physician  or  physician  group  is  one  of  the  contracting  parties.  Reporting  is  required  on 
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nearly  all  levels  of  contracting  so  the  MCO  is  responsible  for  disclosing  the  physician 
incentive  arrangements  for  each  of  its  contractual  arrangements  with  physicians  or 
physician  groups. 

Issues  for  the  Commission 

There  is  concern  by  MCOs  and  many  physician  practices  that  government  regulation 
would  inhibit  flexibility  in  developing  better  ways  to  motivate  high  quality,  efficient 
provider  behavior.  They  cite  the  current  lack  of  evidence  on  the  effects  on  quality  of 
various  financial  incentives,  and  the  inability  of  a  regulatory  apparatus  to  keep  up  with  a 
very  dynamic  health  care  market. 

Although  the  Commission  was  unable  to  reach  a  full  consensus  on  this  issue,  all 
Commission  members  agree  that  one  type  of  compensation  is  undesirable  and  should  not 
be  permitted  in  Massachusetts.  That  is  a  capitation  arrangement  in  which  an  individual 
physician  is  put  at  fiill  financial  risk  for  all  of  an  individual  patient's  care,  or  for  any  care 
that  is  beyond  the  physician's  direct  control.  The  Commission  also  supports  ongoing 
monitoring  of  evolving  payment  arrangements  and  reconsidering  whether  any  should  be 
proscribed  as  new  information  emerges  on  beneficial  and  detrimental  practices.  The 
Commission  also  believes  that  patients  are  entitled  to  know  the  method  by  which  their 
physicians  are  paid,  and  that  this  information  should  be  available  both  jfrom  the  MCO  and 
from  the  physicians  themselves.  Finally,  some  members  are  concerned  about  the 
Commonwealth's  ability  to  gather  the  information  necessary  to  conduct  adequate  reviews 
of  changes  in  physician  compensation  and  their  impact  on  patient  care  without  some  kind 
of  mandatory  reporting  requirement.  They  also  have  doubts  about  the  capacity  of  stop- 
loss  coverage  to  appropriately  protect  caregivers  against  minimal  downside  financial  risk. 

B.  Emergency  Services 

Coverage  for  emergency  services  is  a  high-profile  battleground  in  the  managed  care 
debate.  Emergency  physicians,  patients  and  their  advocates  complain  that  MCOs 
retrospectively  deny  payment  for  legitimate  emergency  room  use  in  the  interest  of  saving 
money.  This  prospect  may  discourage  patients  from  using  the  emergency  department 
(ED)  when  it  is  appropriate.  MCOs  agree  that  they  are  trying  to  reduce  their  members' 
unnecessary  ED  use,  but  claim  that  it  is  in  the  interest  of  the  quality,  efficiency  and 
continuity  of  care.  They  say  that  non-emergency  care  is  better  care  when  provided  by  a 
patient's  primary  care  physician  rather  than  in  the  emergency  room.  On  the  other  hand, 
urgent  care  can  be  delivered  in  a  variety  of  settings,  including  a  physician's  office,  an 
emergency  department,  or  the  MCO's  or  hospital's  urgent  care  site. 

Though  the  dispute  is  real,  the  size  of  the  problem  is  unclear.  The  disagreements  between 
MCOs  and  emergency  departments  appear  to  be  at  the  margin;  most  cases  are  dealt  with 
reasonably  by  providers  and  payers.  The  Harvard  Pilgrim  Health  Care  HMO,  for 
example,  denies  only  5  percent  of  emergency  claims.  In  disputes  between  the  plan  and  an 
emergency  department  physician,  the  latter  usually  prevails.  On  the  other  hand,  ED 
physicians  describe  an  environment  in  which  use  of  emergency  departments,  even  when 

16 


it  is  the  most  appropriate  site  of  care,  is  discouraged.  Clearly,  the  system  would  be 
served  by  clearer  definitions  and  expectations  by  all  parties.  Agreement  on  the  definition 
of  emergency,  better  information  to  determine  emergencies  retrospectively,  improved 
education  for  patients  and  physicians,  and  making  payment  policies  consistent  with 
existing  laws  regarding  treatment  would  go  a  long  way  toward  solving  this  issue. 

Definitions 

A  number  of  different  definitions  of  medical  emergency  exist  in  federal  and  state  laws 
and  regulations.  The  Emergency  Medical  Treatment  and  Active  Labor  Act  (EMTALA),  a 
federal  law  that  governs  emergency  services,  defines  an  emergency  as 

A  medical  condition  manifesting  itself  by  acute  symptoms  of  sufficient  severity 
(including  severe  pain)  such  that  absence  of  immediate  medical  attention  could 
reasonably  be  expected  to  result  in  1)  placing  the  health  of  an  individual  in 
serious  jeopardy,  2)  serious  impairment  of  bodily  functions  of  3)  serious 
dysfunction  of  any  bodily  organ  or  part. 
The  EMTALA  definition  is  the  standard  to  which  hospitals  and  emergency  rooms  are 
held.  In  addition  to  the  federal  law,  this  definition  applies  to  the  state  Medicaid  program 
and  to  people  receiving  care  through  the  state's  uncompensated  care  pool. 

The  Medicare  program  defines  "emergency  services"  in  its  HMO  administrative 
guidelines  as 

covered  inpatient  and  outpatient  services  that  are  furnished  by  an  appropriate 
source  other  than  the  health  maintenance  organization,  are  needed  immediately, 
or  appear  to  be  needed  immediately,  because  of  an  injury  or  sudden  illness  and 
are  needed  because  the  time  required  to  reach  the  health  maintenance 
organization's  provider,  or  alternative  authorized  by  the  health  maintenance 
organization,  would  mean  the  risk  of  permanent  damage  to  the  patient's  health. 

Fifteen  states  now  employ  a  definition  that  invokes  the  "prudent  layperson."''* 
Connecticut,  for  example,  recently  enacted  a  law  that  uses  this  definition: 
In  accordance  with  the  National  Committee  for  Quality  Assurance,  an 
emergency  condition  is  a  condition  such  that  a  prudent  layperson,  acting 
reasonably,  would  have  believed  that  emergency  medical  treatment  is  needed. 

Information 

MCOs  probably  deny  some  emergency  department  visits  because  the  information  they 
have  on  which  to  base  a  retrospective  assessment  is  insufficient.  Many  people  go  to  the 
emergency  room  when  their  symptoms  cause  them  reasonably  to  believe  that  their  health 
is  in  serious  jeopardy.  If  someone  does  not  seek  prior  authorization  from  his  or  her  health 
plan,  though,  the  only  information  that  the  plan  usually  has  available  for  retrospective 
evaluation  is  the  diagnosis  with  which  the  person  is  discharged  from  the  emergency 
department.  That  diagnosis  is  sometimes  determined  not  to  be  an  emergency.  This 
would  cause  the  MCO  to  deny  payment  for  the  visit.  Almost  all  HMOs  in  Massachusetts 
employ  a  "pay  and  educate"  policy  for  a  member's  first  unauthorized  use  of  an 
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emergency  room,  in  which  the  HMO  pays  for  the  visit  and  a  customer  relations 
representative  clearly  explains  the  policy  to  the  member/^  We  have  no  data  on  the  extent 
to  which  other  types  of  MCOs  have  similar  policies. 

Emergency  department  physicians  point  out,  and  all  agree,  that  presenting  symptoms  do 
not  equal  discharge  diagnosis,  and  that  there  are  hundreds  of  possible  paths  leading  to  the 
same  diagnosis.  What  ends  up  as  a  non-emergency  situation  may  start  out  with  a 
complaint  and  symptoms  that  seem  threatening  enough  to  a  reasonable  layperson. 

The  solution  to  this  issue  is  twofold.  First,  enhance  data  collection  in  EDs  so  that 
presenting  complaints  are  recorded  alongside  the  discharge  diagnosis  on  claims.  This 
would  need  to  be  done  in  a  way  that  standardized  reporting  practices  across  MCOs,  that 
would  be  reasonable  for  hospitals  to  implement  and  would  not  impose  undue  expenses 
for  the  facilities.  Second,  standardize  the  definition  and  evaluation  of  emergencies  to 
include  this  information  in  an  MCO's  retrospective  review.  The  addition  of  this 
information  to  the  process  will  probably  eliminate  a  large  portion  of  disputed  claims. 

Education 

Most  agree  that  education  of  physicians  and  patients  is  important  in  reducing  unnecessary 
visits  to  the  emergency  room.  It  is  in  the  MCO's  interest  to  see  that  this  education  is 
effective,  in  order  to  improve  care  and  to  reduce  the  rate  of  denial  of  ED  claims.  Patients 
and  physicians  will  benefit  from  the  education  by  feeling  more  confident  about  using  the 
ED  when  it  is  appropriate  and  understanding  the  alternatives  to  the  emergency  room  that 
the  MCO  may  offer. 

Most  HMOs  define  emergencies  and  explain  their  procedures  in  their  member  benefits 
handbooks.  The  clarity  and  prominence  of  the  explanations  varies  from  plan  to  plan. 
Consistent  definitions  may  help  to  educate  consumers  and  clarify  for  physicians  and 
MCOs  their  responsibilities  and  liabilities. 

Consistency  of  payment  policy  with  current  law 

The  federal  EMTALA  law  requires  that  an  emergency  department  screen  and  stabilize  a 
patient  before  either  admitting,  discharging  or  transferring  the  patient  to  another  facility. 
MCOs,  however,  are  not  required  to  pay  a  hospital  for  this  screening  if  it  determines  that 
the  visit  was  not  an  emergency,  leaving  a  patient  with  the  prospect  of  being  billed  for 
services  he  believed  were  covered.  Most  HMOs  in  Massachusetts  currently  have  a  policy 
to  pay  for  this  screening.  Other  states  have  gone  fiirther,  and  now  require  all  MCOs  to 
reimburse  for  this  federally  required  care. 

Issues  for  the  Commission 

The  National  Committee  for  Quality  Assurance  (NCQA),  the  accrediting  body  for  MCOs, 
is  now  field  testing  standards  for  emergency  services  policies  that  will  become  part  of  the 
accreditation  review  in  April,  1998.  The  standards  require  an  MCO  to  cover  "any 
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emergency  services  necessary  to  screen  and  stabilize  members  without  precertification  of 
emergency  services  in  cases  where  a  prudent  layperson,  acting  reasonably,  would  have 
believed  that  an  emergency  medical  condition  existed."'^  A  "prudent  layperson"  is 
considered  to  be  a  person  without  medical  training  who  draws  on  his  or  her  practical 
experience  when  making  a  decision  regarding  whether  emergency  medical  treatment  is 
needed.  The  standards  further  state  that  retrospective  denials  of  payment  should  not  be 
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based  solely  on  discharge  diagnosis  but  include  consideration  of  presenting  symptoms. 
Most  Commission  members  support  the  direction  the  NCQA  is  taking  on  this  issue. 
Some  support  many  of  the  concepts  but  believe  that  the  actual  prudent  layperson 
definition  should  be  the  EMTALA  definition  discussed  previously. 

To  fiirther  protect  patients,  virtually  all  of  the  Commission  members  agree  to  the  proposal 
that  plans  and  hospitals  resolve  disputes  between  themselves,  holding  patients  harmless 
for  costs  beyond  what  they  expect  to  pay  (such  as  co-payments  and  deductibles).  The 
"loser"  of  such  a  dispute  would  assume  the  cost  of  the  ED  visit  and  any  outside 
adjudication.  Hospitals  would  need  to  be  assured  that  there  is  an  understood  mechanism 
for  them  to  refer  non-emergency  cases  out  of  the  ED  to  a  PCP  or  urgent  care  site.  In 
addition,  MCOs  should  inform  patients  in  their  member  handbooks  that  they  may  access 
emergency  services  through  911,  when  appropriate. 

C.  Grievance  and  Appeals  Processes 

Managed  care  organizations  practice  "utilization  management"  in  the  interest  of  assuring 
quality  care,  controlling  costs  and  efficiently  delivering  care.  Application  of  utilization 
management  policies  sometimes  results  in  the  denial  of  payment  for  a  service  for  which  a 
member,  or  her  physician,  believes  he  or  she  is  in  need.  When  such  a  disagreement 
occurs,  it  is  important  that  an  MCO  member  has  recourse  to  a  credible  grievance  process. 

Grievance  Processes  in  Massachusetts 

Unfortunately,  there  are  no  reliable  and  standardized  data  on  MCO  grievances  and 
appeals.  Plans  define  "complaints"  and  "grievances"  differently,  for  example,  and  collect 
data  differently.  To  inform  the  Commission's  discussions.  The  Massachusetts 
Association  of  HMOs  recently  collected  data  from  six  member  plans.  The  data  revealed 
that  fewer  than  one  percent  of  members  called  with  "complaints"  in  a  three  month  period, 
and  a  similar  fraction  filed  written  grievances  of  plan  operations  not  related  to  medical 
necessity  determinations.  An  even  smaller  nimiber  —  ranging  from  .01  percent  to  .05 
percent  —  appealed  adverse  medical  necessity  determinations  by  an  HMO's  utilization 
management  program  (see  Appendix  B).  The  number  of  MCO  members  who  appear  for 
a  medical  visit  during  a  three  month  period,  of  course,  is  less  than  an  MCO's  entire 
membership,  and  one  would  not  expect  many  complaints  from  those  who  do  not  use 
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services.  In  addition,  because  similar  figures  are  not  available  for  fee-for-service 
indemnity  insurance,  a  comparison  is  not  possible. 

Though  these  numbers  are  low,  they  represent  the  experience  of  only  six  HMOs  and 
cannot  be  generalized  to  other  HMOs  nor  to  other  types  of  managed  care  organizations. 
In  light  of  this  and  in  the  interest  of  patient  protection,  the  Commission  considered 
options  for  standardizing  grievance  and  appeals  processes. 

The  Massachusetts  Division  of  Insurance  requires  all  managed  care  organizations  under 
its  jurisdiction  to  have  an  internal  grievance  and  appeals  process.  There  is  no  statewide 
standard  for  what  these  processes  should  entail  and  there  is  variation  across  plans  in  how 
the  process  works  and  in  the  timeframes  for  resolving  grievances.  Most  plans  have 
multiple  stages  of  grievance  and  appeal.  Many  specify  a  time  frame  for  action,  but  some 
do  not.  Some  specify  that  decisions  will  be  communicated  in  writing;  one  plan,  on  the 
other  hand,  instructs  members  to  assume  an  appeal  is  denied  if  they  do  not  receive  a 
decision  within  60  days.  Most  plans'  processes  are  entirely  internal,  some  with  final 
recourse  to  the  board  of  directors.  One  plan  offers  binding  arbitration  through  the 
American  Arbitration  Association.  All  members  of  insured  and/or  licensed  MCOs  have 
the  right  to  file  a  complaint  about  their  plan  at  the  Division  of  Insurance,  though  it  is 
probable  that  most  people  are  unaware  of  this. 

A  typical  grievance  and  appeals  process  is  that  of  the  Tufts  Health  Plan.  A  member  may 
file  a  grievance  ("Level  1")  either  in  writing  or  by  phone.  Many  of  these  grievances  are 
resolved  quickly  by  a  consumer  relations  representative,  particularly  if  they  concem 
process,  such  as  the  availability  of  a  referral,  rather  than  a  medical  issue.  The  time 
standard  for  resolving  a  routine  level  1  grievance  is  72  hours;  an  expedited  request, 
usually  generated  by  a  health  care  provider,  must  be  dealt  with  in  24  hours. 

Tufts  then  offers  two  levels  of  appeal.  At  both  levels,  the  plan  must  issue  a  decision 
v^thin  30  days  or,  for  expedited  decisions  involving  medical  necessity,  three  business 
days.  All  grievances  and  appeals  are  resolved  by  a  committee  which  includes,  among 
others,  a  medical  director,  a  customer  relations  manager,  a  legal  adviser  and,  if  a  clinical 
question  is  involved,  a  clinician  with  relevant  expertise.  If  such  a  specialist  is  not 
available  within  the  plan.  Tufts  avails  itself  of  the  National  Ombudsman  Program,  a 
national  panel  of  experts.  The  committee  for  a  level  3  appeal  also  includes  a 
subcommittee  of  the  board  of  directors.  Members  may  attend  the  proceedings  at  level  2 
and  level  3. 

Not  all  consumers  are  well  informed  of  their  rights  of  grievance  and  appeal.  In  addition, 
they  may  not  be  skilled  at  presenting  their  issues.  Further,  some  people  may  not  see  any 
value  to  further  internal  appeals  once  an  organization  has  ruled  against  them  at  the  initial 
level. 
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Grievance  Processes  in  Other  States 

A  number  of  states  have  now  mandated,  through  law  or  regulation,  specific  grievance 
processes.  Typically,  the  rules  lay  out  requirements  for  time  limits  within  which  an  MCO 
must  resolve  a  grievance,  both  for  adverse  administrative  decisions  such  as  benefits 
coverage  and  for  decisions  involving  immediate  medical  necessity.  Further,  some  states 
require  that  any  cHnical  review  that  results  in  a  denial  of  a  service  be  done  by  qualified 
medical  persormel.  The  four  states  that  the  Commission  reviewed  in  detail  —  California, 
Coimecticut,  New  Jersey  and  New  York  —  all  have  this  requirement,  and  a  pending  bill 
in  California  takes  this  a  step  further  by  requiring  that  a  licensed  physician  make  clinical 
determinations. 

Several  states  also  require  that  MCOs  offer  a  final  stage  of  review  by  an  external  panel 
after  all  other  steps  are  exhausted,  to  counter  the  perception  that  health  plans  act  as  "judge 
and  jury"  in  their  internal  processes.  Coimecticut  and  New  Jersey  require  such  an  external 
review;  the  recommendation  of  the  external  panel  in  New  Jersey  is  not  binding.  One 
Massachusetts  plan  currently  offers  an  external  appeal  process  to  their  members. 

Standards  for  Grievance  Processes 

Health  plans'  utilization  review  practices,  including  their  grievance  procedures,  are 
accredited  by  both  the  National  Committee  for  Quality  Assurance  (NCQA)  and  the 
Utilization  Review  Accreditation  Commission  (URAC).  NCQA's  present  standards  for 
grievance  processes  are  general,  requiring  that  "qualified  health  professionals  assess  the 
clinical  information  used  to  support  utilization  management  decisions"  and  "the  managed 
care  organization  makes  utilization  decision  in  a  timely  manner  to  accommodate  the 
clinical  urgency  of  the  situation."  In  1998,  NCQA  will  introduce  specific  industry 
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standards  that  define  timeliness  in  terms  of  precise  numbers  of  days. 

The  URAC  standards  specify  some  timefi:ames.  For  example,  organizations  are  expected 
to  notify  a  member  of  a  determination  of  an  appeal  within  60  days,  and  within  two 
business  days  of  receiving  required  information  for  an  expedited  appeal.  These  standards 
do  not  seem  to  be  overly  demanding  when  compared  with  the  processes  that  many 
Massachusetts  MCOs  now  have  in  place.  Neither  the  NCQA  nor  the  URAC  standards 
require  that  there  be  a  review  of  an  appeal  available  that  is  external  to  the  MCO. 

Massachusetts  law  requires  external  review  of  MCO  appeal  decisions,  after  all  internal 
steps  have  been  used,  only  for  two  specific  mandated  benefits:  the  minimum  hospital 
stay  for  childbirth,  and  bone  marrow  transplants  for  breast  cancer  patients.  The 
Department  of  Public  Health  administers  the  external  appeal  process.  In  the  three  years 
the  breast  cancer  law  has  been  in  effect,  and  the  one  year  of  the  maternity  law,  neither 
appeal  mechanism  has  been  invoked. 
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Issues  for  the  Commission 

There  is  a  distinction  between  grievances  and  appeals  of  administrative  decisions,  such  as 
those  involving  benefit  coverage  and  payment,  and  those  of  medical  decisions,  v^hich  are 
usually  time-sensitive  and  have  the  potential  to  affect  an  individual's  health.  The 
Commission  believes  there  are  separate  issues  around  both  types,  which  require  separate 
solutions. 

For  clinical  decisions,  first,  the  Commission  concurs  that  the  utilization  review  criteria  on 
which  MCO  decisions  regarding  care  are  based  should  be  developed  and  applied  by 
appropriate  medical  professionals.  Decisions  to  deny  services  must  be  made  by 
physicians,  and  denials  of  appeals  of  these  decisions  by  relevant  specialists. 

Most  Commission  members  believe  that  these  standards  are  consistent  with  existing 
HMO  practice,  but  not  necessarily  with  all  existing  MCOs.  These  standards  are  also 
consistent,  with  those  of  URAC  and  NCQA,  which  would  apply  to  all  MCOs  under  the 
Conmiission's  general  oversight  recommendation.  NCQA  offers  as  a  rationale  for  its 
standard: 

The  managed  care  organization's  policies  provide  for  qualified  health 
professionals  to  review  preauthorization  and  concurrent  review  decisions,  and 
for  a  physician  or  other  clinical  peer  to  be  the  final  decision  maker  for  any  denial 
based  on  medical  appropriateness.  By  virtue  of  their  education,  training,  and 
experience,  physicians  have  the  requisite  knowledge  of  medical  care  and  disease 
processes  to  evaluate  working  qualified  health  professional's  diagnoses, 
rationales  for  services,  assessments  of  current  treatment  plans,  and  assessments 
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of  proposed  treatment  plans. 

The  Conmiission  also  reached  consensus  on  the  availability  of  external  review  of  an 
MCO  clinical  determination,  after  a  member  has  exhausted  all  internal  appeals  and  still 
wants  to  pursue  the  issue.  Under  the  Commission's  recommended  process,  MCOs  would 
report,  to  the  Department  of  Public  Health's  Division  of  Health  Care  Quality,  denials  of 
services  concerning  grave  (extremely  serious)  clinical  situations  made  at  the  final  stage  of 
the  MCO's  appeals  process.  The  patient  would  also  be  able  to  appeal  directly  to  DPH  at 
this  stage.  Clinicians  at  DPH  would  evaluate  each  case.  Cases  considered  grave  would 
be  referred  to  an  independent  expert  physician  panel  for  timely  review.  The  panel's 
decision  would  be  binding. 

For  situations  determined  not  to  be  grave,  there  would  be  no  additional  recourse  beyond 
existing  MCO  processes,  which  would  be  required  to  meet  accreditation  standards. 

For  administrative  grievances,  the  Commission's  consensus  is  that  existing  processes  are 
adequate,  but  some  Commission  members  expressed  concern  that  patients  may  not  know 
what  their  rights  of  appeal  are.  The  Commission  therefore  supports  the  concept  of  an 
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ombudsman,  located  either  at  the  Office  of  Consumer  Affairs  or  the  Department  of  PubHc 
Health.  The  ombudsman  would  assist  people  in  using  their  MCO's  grievance  process, 
providing  services  such  as  explaining  an  MCO's  administrative  and  clinical  appeals 
processes,  and  informally  advocating  for  patients  when  appropriate.  This  reinforces 
NCQA  standards  on  this  issue,  which  require  that  members  receive  information  from 
their  MCO  on  how  to  voice  a  complaint  and  appeal  a  decision  that  is  "comprehensible 
and  well  designed."  The  ombudsman  would  be  accessible  by  a  toll-free  telephone 
number,  and  would  collect  data  on  the  types  of  calls  received,  for  later  evaluation.  In 
addition,  the  ombudsman  could  catalog  altemative  dispute  resolution  processes  that 
MCOs  develop  and  offer  to  their  members.  The  ombudsman  fiinction  might  be  funded 
by  private  and/or  public  funds. 

These  standards  would  be  subject  to  modification  over  time,  as  the  Accreditation  Board 
accumulates  data  on  appeals  and  outcomes  through  its  independent  investigation 
function,  and  the  standards  of  the  NCQA  and  other  accrediting  bodies  evolve. 
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IV.  Quality  Measurement 


As  managed  care  became  more  prevalent  and  began  to  rein  in  the  costs  of  health  care, 
observers  became  more  interested  in  understanding  the  interaction  between  cost  and 
quality.  Fittingly,  the  development  of  MCOs  as  systems  of  care  has  made  possible  the 
discussion  of  quality  in  a  more  sophisticated  way.  Data  systems,  quality  measurement 
and  improvement  techniques  have  given  health  plans,  purchasers  and  others  the  ability 
not  only  to  talk  about  quality,  but  actually  to  do  something  about  it. 

Quality  standards  increase  the  accountability  of  MCOs  and  their  providers.  Common, 
understandable  measures  are  a  way  for  purchasers,  consumers  and  policy  makers  to  verify 
that  the  care  an  MCO  delivers  is  not  suffering  for  the  sake  of  cost  control,  and  to  help 
choose  MCOs  with  which  to  contract.  In  addition,  many  MCOs  use  quality  measurement 
to  inform  their  own  internal  quality  improvement  programs. 

What  is  "quality"? 

To  assess  the  quality  of  a  health  plan,  one  must  first  define  "quality."  There  are  many 
definitions  of  "quality"  in  health  care.  To  a  great  degree  it  is  in  the  eye  of  the  beholder 
and  depends  on  one's  own  perspective  of  what  is  important  in  health  care.  The  Institute 
of  Medicine  (lOM)  definition  is  broad,  and  incorporates  various  viewpoints.  It  is  widely 
accepted  as  a  standard  definition: 

the  degree  to  which  health  services  for  individuals  and  populations 
increase  the  likelihood  of  desired  health  outcomes  and  are  consistent  with 
current  professional  knowledge. 

To  evaluate  how  well  a  health  plan  delivers  quality,  there  must  be  measures  which  are 
sufficiently  standardized  to  allow  comparisons  with  benchmarks  and  with  other  plans. 
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How  is  quality  measured? 

Once  quality  is  defmed,  there  are  a  number  of  ways  to  measure  the  degree  to  which  it  is 
achieved.  Three  common  approaches  are  to  look  at  treatment  outcomes,  treatment 
processes,  and  patient  satisfaction. 

Measuring  quality  using  outcomes 

Outcome  measures  look  at  how  well  the  treatments  a  facility,  physician  group  or 
individual  physician  provide  achieve  a  desired  result.  This  is  inherently  difficult  to 
measure,  because  there  are  many  other  determinants  of  health  status  in  addition  to  a 
specific  medical  intervention  —  such  as  genetic  makeup,  the  physical  and  social 
environment  in  which  a  patient  lives,  exposure  to  specific  health  risks,  the  type  and 
severity  of  diseases,  and  patient  preferences  for  lifestyle  and  health  care.  Some  of  these 
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factors  are  difficult  to  quantify  and  therefore  difficult  to  separate  fi-om  the  direct  effects  of 
treatment.  The  science  of  outcome  measurement,  therefore,  is  still  in  a  primitive  stage. 

Measuring  quality  using  processes  of  care 

The  process  of  care  is  actually  many  processes:  providing  access  to  care,  making 
accurate  diagnoses,  implementing  treatment  and  self-care,  providing  health  promotion 
and  disease  prevention,  among  others.  Over  years  of  clinical  trials,  research  has 
established  that  care  delivered  in  a  certain  way  leads  to  positive  outcomes  for  specific 
conditions.  A  good  example  is  the  finding  that  introducing  thrombolytic  drugs  within  a 
certain  period  at  the  onset  of  a  heart  attack  is  clearly  associated  with  good  clinical 
outcomes.  Once  such  associations  are  established,  it  becomes  much  more  straightforward 
to  measure  quality  by  measuring  whether  these  processes  are  being  used.  This  logic  lies 
behind  national  efforts  to  develop  guidelines,  based  on  clinical  research,  for  the  treatment 
of  a  wide  array  of  conditions.  HMOs,  hospitals  and  other  providers,  as  part  of  their 
internal  quality  improvement  programs,  disseminate  information  about  processes 
associated  with  quality  as  well. 

Measuring  quality  from  the  patient 's  perspective 

A  third  way  to  measure  quality  is  to  ask  patients  who  receive  services  what  they  thought 
of  them,  and  what  effect  they  have  had  on  their  health.  There  has  been  a  great  deal  of 
progress  in  the  past  five  years  in  measuring  quality  this  way,  as  techniques  focus  more  on 
specific  diseases  and  treatments  and  on  substantive  questions  about  a  patient's  fimctional 
status.  These  measures  have  the  benefit  of  accounting  directly  in  the  quality  calculation 
for  patient  experiences  and  patient  values  about  health  and  health  care. 

Selecting  and  evaluating  clinical  measures 

Entities  measuring  clinical  quality  in  health  care  organizations  are  moving  away  from 
general  measures  concerning  preventive  care  (immunization  and  mammography  rates,  for 
example)  and  toward  measures  for  specific  conditions.  These  generally  are  conditions 
associated  with  either  high  cost  or  high  volume  and  which  may  have  a  severe  impact  on 
patient  health  outcomes.  In  the  interest  of  improving  quality  in  addition  to  measuring  it, 
there  also  tends  to  be  effective  care  available  for  the  conditions  selected  for  measurement. 

Who  measures  quality  in  health  plans,  and  how  are  the  measures  used? 

The  number  of  quality  measurement  initiatives  underway  in  Massachusetts  is  a  testament 
to  the  common  belief  in  the  importance  of  quantifying  quality,  as  well  evidence  of  the 
myriad  ways  that  it  can  be  done.  Health  care  purchasers,  health  plans  and  independent 
quality  review  organizations  all  have  active  measurement  programs  in  the  state. 

The  Massachusetts  Healthcare  Purchaser  Group  (MHPG)  is  a  coalition  of  public  and 
private  purchasers  of  health  care.  The  MHPG  represents  over  one  million  covered  lives. 
The  group's  mission  is  to  help  exert  leverage  on  the  market  by  measuring,  scoring  and 
comparing  plans. 
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MHPG  produces  a  biennial  report  on  HMO  plans,  and  works  with  each  plan  —  on  a 
voluntary  basis  —  over  a  two  year  cycle  to  set  and  review  quality  improvement  goals. 
Using  data  on  quality  from  the  Health  Plan  Employer  Data  and  Information  Set  (HEDIS, 
a  national  standard  data  set),  member  satisfaction  surveys,  and  plan  fmancial  structures, 
the  MHPG  ranks  each  plan's  performance.  In  evaluating  a  plan,  the  MHPG  weights 
quality  measures  50  percent,  with  cost  accounting  for  30  percent  and  organizational 
stability  the  other  20  percent.  The  goal  is  to  hold  plans  accountable  to  purchasers  for 
their  performance  and  to  help  employees  choose  a  plan  which  serves  their  health  care 
needs.  A  challenge  for  the  MHPG  is  to  make  information  simultaneously  fair,  technically 
sound,  and  readable  by  non-experts. 

A  public  purchaser,  the  Massachusetts  Division  of  Medical  Assistance  (DMA), 
administers  MassHealth,  the  state  Medicaid  program.  DMA  uses  performance  measures 
to  develop  purchasing  specifications  that  are  included  as  part  of  its  HMO  contracting 
process.  The  purchasing  specifications  are  based  on  a  combination  of  NCQA  standards, 
HMO  standards  and  industry  best  practices  that  are  tailored  to  meet  the  needs  of  the 
Medicaid  population.  HMOs  are  required  to  meet  two  thirds  of  the  purchasing 
specifications  in  four  categories  (member  satisfaction,  quality  of  care,  mental  health  and 
substance  abuse  services,  and  financial  stability).  The  purchasing  specifications  that  are 
not  met  are  used  as  the  basis  for  developing  quality  improvement  goals.  DMA  negotiates 
quality  improvement  goals  annually  with  each  plan  and  evaluates  performance  every  six 
months. 

All  HMOs  in  Massachusetts  have  their  own  measurement  programs  working  toward 
achieving  a  healthier  member  population.  Typically,  internal  quality  improvement 
divisions  analyze  data  and  prioritize  areas  for  improvement.  The  analyses  help  isolate 
clinical  conditions  associated  with  high  cost  or  high  volume,  severity  of  the  impact  of 
each  condition  on  patient  health  outcomes,  and  the  availability  of  effective  care.  The 
plans  monitor  progress  towards  improvement  and  produce  "best  practices"  guidelines. 
Accreditation  and  certification  programs  such  as  JCAHO  and  NCQA  also  review  plans' 
quality  improvement  reports 

While  all  HMOs  in  the  state  have  guidelines  for  quality  improvement  programs,  very  few 
preferred  provider  plans  do. 

MassPRO  is  a  private  quality  review  organization,  a  subsidiary  of  the  Massachusetts 
Medical  Society,  that  focuses  primarily  on  the  Medicare  population.  It  has  recently 
shifted  from  "old  fashioned"  quality  assurance  techniques,  like  reviewing  numerous  case 
records  searching  for  deviations  from  standards,  to  a  continuous  quality  improvement 
(CQI)  model.  The  organization  works  mostly  with  hospitals,  but  increasingly  with 
MCOs.  The  QI  projects  are  voluntary,  though  MassPRO  is  contractually  required  by  the 
Health  Care  Financing  Administration  to  improve  health  care  in  Massachusetts.  The 
projects  work  directly  with  physicians,  and  enlists  them  to  help  set  standards  and 
guidelines.  MassPRO  sees  as  important  the  standardization  of  quality  improvement 
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without  discouraging  creativity  and  increased  communication  among  the  different 
players. 

Issues  for  the  Commission 

Clearly,  there  is  a  multitude  of  efforts  to  measure  quality  already  underway.  Accrediting 
bodies  such  as  the  NCQA  require  the  MCOs  they  review  to  have  internal  quality 
assurance  programs,  for  which  quality  measurement  is  essential.  Many  health  plans  use 
this  information  in  very  elaborate  quality  improvement  programs. 

For  performance  monitoring  and  comparison  purposes,  efforts  like  that  of  the 
Massachusetts  Healthcare  Purchaser  Group  (MHPG)  and  others  generate  a  great  deal  of 
information  on  which  to  evaluate  health  plans.  These  private  efforts  have  enormous 
vitality  and  the  flexibility  to  adjust  their  standards  to  the  rapidly  changing  environment. 
The  Commission  believes  that  the  imposition  of  additional  public  standards  now  might 
stifle  these  initiatives,  but  also  recommends  that  the  landscape  of  quality  measurement 
and  reporting  should  be  reviewed  after  one  or  two  years  and  recommendations  made  on 
whether  further  quality  standards  are  required. 

The  Commission  also  believes  that  private  initiatives  can  be  effectively  supplemented  by 
public  efforts  to  disseminate  information  about  MCO  quality,  including,  but  not  limited 
to  summaries  of  accreditation  reports,  information  prepared  by  MHPG,  and  information 
regarding  complaints  compiled  by  the  Ombudsman  office.  This  information  should  be 
compiled  and  disseminated  by  the  Accreditation  Board.  Some  members  believe  that 
further  information  would  be  useful  to  the  public  and  provide  incentives  for  MCOs  to 
improve  quality.  Additional  information  might  include  data  on  preventable 
hospitalizations  by  MCO,  and  surveys  of  certain  populations,  such  as  those  with  chronic 
diseases  and  those  who  have  voluntarily  disenrolled  from  an  MCO. 
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V.  Recommendations 


These  recommendations  are  the  result  of  deliberations  among  the  15  members  of  the 
Managed  Care  Commission,  based  on  the  information  presented  to  the  Commission  and 
their  own  experiences  and  views.  There  were  varying  degress  of  support  for  each  of  these 
recommendations;  independent  statements  by  some  of  the  organizations  represented  in 
the  Commission  are  in  Appendix  A. 

General  Oversight 

One  way  to  ensure  that  state-level  quality  assurance  programs  cover  all  patient  care 
services,  and  not  just  patient  care  services  paid  for  by  organizations  that  are 
covered  under  state  insurance  law,  would  be  to  require  that  health  care 
practitioners,  specifically  physicians,  contract  only  with  accredited  organizations. 

•  As  a  condition  of  licensure,  physicians  should  contract  with  and  receive  payments 
only  from  organizations  that  are  accredited  by  the  Accreditation  Board  described 
below.  The  Accreditation  Board  would  have  the  authority  to  deem  as  accredited 
managed  care  organizations  and  providers  that  meet  the  standards  of  approved 
national  accreditation  organizations.  The  Accreditation  Board  would  approve 
national  organizations  after  detailed  study  of  their  standards  and  procedures;  possible 
existing  entities  include  the  National  Committee  for  Quality  Assurance  (NCQA),  the 
Utilization  Review  Accreditation  Commission  (URAC),   the  Joint  Commission  for 
Accreditation  of  Healthcare  Organizations  (JCAHO),  and  The  Medical  Quality 
Commission  (TMQC). 

•  Accreditation  status  would  be  overseen  by  an  Accreditation  Board  housed  at  the 
Department  of  Public  Health  and  consisting  of  representatives  of  the  Department  of 
Public  Health,  the  Division  of  Insurance,  the  Board  of  Registration  in  Medicine,  and 
the  Division  of  Health  Care  Finance  and  Policy.  For  managed  care  organizations  for 
which  there  is  no  approved  accrediting  entity,  the  board  would  fill  that  fimction.  For 
organizations,  such  as  HMOs,  for  which  an  accrediting  body  already  exists,  the  board 
would  not  represent  another  layer  of  oversight,  but  would  have  authority  to 
investigate  specific  lapses,  as  DPH  does  now  for  JCAHO-accredited  facilities.  For  all 
organizations,  the  board  would  track  accreditation  status  and  answer  inquiries  from 
physicians  about  which  organizations  are  accredited. 

•  Most  Commission  members  favor  using  physician  licensure  as  a  mechanism  to 
influence  plan  behavior.  However,  this  is  an  idea  whose  implementation  and 
ramifications  have  not  been  frilly  explored.  For  these  reasons  some  members  feel  that 
direct  oversight  of  insured  plans,  along  with  financial  incentives,  purchasing  power, 
and  persuasion,  remains  a  viable  approach  to  oversight.  The  concept  of  using 
physician  licensure  as  a  mechanism  to  influence  plan  behavior  will  be  studied  by  the 
physician,  provider,  consumer  group  and  health  plan  communities. 


Recently  renamed  the  American  Accreditation  Healthcare  Commission  (AAHC) 
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Physician  Compensation 

Prohibit  compensation  arrangements  that  put  an  individual  physician  at  risk  for 
costs  of  treating  a  patient  that  are  outside  of  the  physician's  direct  control. 

Require  that  health  plans  disclose  —  to  members  and  prospective  members  —  an 
explanation  of  the  physician  compensation  arrangements  they  use  in  their  member 
handbooks.  Require  physicians  —  without  fear  of  retribution  —  to  discuss  their 
specific  arrangement  (though  not  the  actual  amounts  of  compensation)  at  the 
request  of  their  patients. 

Require  that  the  Accreditation  Board  contract  for  a  periodic  (biennial)  review  of 
compensation  arrangements.  The  review  would  focus  on  the  ^'potentially 
problematic"  arrangements  identified  in  the  1997  MAHMO  study,  any  new 
information  on  the  effects  of  certain  arrangements  on  the  quality  of  care,  and  would 
cover  all  types  of  arrangements,  including  fee-for-service. 

•  Some  Commission  members  are  concerned  about  the  Commonwealth's  ability  to 
gather  the  information  necessary  to  conduct  adequate  reviews  of  changes  in  physician 
compensation  and  their  impact  on  patient  care  without  some  kind  of  mandatory 
reporting  requirement. 

•  Some  members  also  have  doubts  about  the  capacity  of  stop-loss  coverage  to 
appropriately  protect  caregivers  against  minimal  downside  financial  risk. 

Request  that  the  Board  of  Registration  in  Medicine  monitor  malpractice  claims  at 
the  tribunal  level  and  assess  the  financial  incentives  a  physician  was  facing  when  the 
precipitating  event  occurred.  These  data  could  be  part  of  the  biennial  review  of 
compensation  arrangements. 

Encourage  self-funded  purchasers,  like  those  that  are  members  of  the  Massachusetts 
Healthcare  Purchaser  Group,  to  require  disclosure  by  plans  that  are  exempt  from 
this  requirement  because  of  ERISA. 

Emergency  Services 

Require  that  MCOs  adopt  the  proposed  April,  1998  NCQA  standards  for 

22 

emergency  care. 

•  The  managed  care  organization  covers  any  emergency  services  necessary  to  screen 
and  stabilize  members  without  precertification  of  emergency  services  in  cases  where  a 
prudent  layperson,  acting  reasonably,  would  have  believed  that  an  emergency  medical 
condition  existed 

.    A  "prudent  layperson"  is  considered  to  be  a  person  without  medical  training  who 
draws  on  his  or  her  practical  experience  when  making  a  decision  regarding 
whether  emergency  medical  treatment  is  needed. 


National  Committee  on  Quality  Assurance,  1997  Surveyor  Guidelines 
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Retrospective  denials  of  payment  should  only  occur  when  presenting  symptoms 
fail  to  meet  the  prudent  layperson  standard. 

Require  that  M COs  pay  for  federally  required  screening  and  stabilization  services. 

Require  MCOs  and  hospitals  to  structure  a  dispute  resolution  mechanism,  which 
may  or  may  not  include  external  adjudication,  in  their  in-network  contracts. 
Require  these  contractual  agreements  to  include  a  provision  that  patients  be  held 
harmless  for  costs  beyond  the  copayment,  deductible,  and  any  other  charge  they 
expect  to  pay.  This  hold-harmless  provision  would  apply  only  in  cases  where  the 
patient  exercised  the  judgment  of  a  prudent  layperson.  For  emergency  departments 
not  in  an  MCO's  network,  disputes  would  be  resolved  through  outside  adjudication 
by  a  three  member  panel,  one  member  chosen  by  the  hospital,  one  by  the  MCO,  and 
the  third  by  the  Division  of  Insurance. 

•  The  party  —  MCO  or  hospital  —  against  whose  interest  the  decision  is  made  would 
assume  the  cost  of  the  visit  and  the  adjudication. 

•  Hospitals  would  need  to  be  assured  that  there  is  an  understood  mechanism  for  them  to 
refer  non-emergency  cases  out  of  the  ED  to  a  PCP  or  urgent  care  site  after  providing 
screening  and  stabilization. 

MCOs  should  inform  patients  in  their  member  handbooks  (as  they  are  reproduced) 
that  they  may  access  emergency  services  through  911,  when  appropriate. 

Grievances  and  Appeals 

For  appeals  of  clinical  decisions, 

•  Support  current  NCQA  standards,  including: 

•  Utilization  review  criteria  on  which  decisions  regarding  care  are  based  should 
be  developed  and  applied  by  appropriate  medical  professionals. 

•  Decisions  to  deny  services  must  be  made  by  physicians,  and  denials  of  appeals 
of  these  decisions  by  relevant  specialists. 

•  Patients  in  grave  (extremely  serious)  situations  may  appeal  for  review  by  the 
Division  of  Health  Care  Quality  at  the  Department  of  Public  Health,  after  they 
have  exhausted  all  available  internal  appeals.  DPH  would  refer  cases  it 
considers  grave  to  an  independent  expert  physician  panel  for  a  timely,  binding 
decision. 

The  Commission  also  supports  the  creation  of  a  Managed  Care  Ombudsman,  at 
either  the  Office  of  Consumer  Affairs  or  the  Department  of  Public  Health,  to 
facilitate  the  use  of  existing  processes.  The  ombudsman  would  be  accessible  by  a 
toll-free  telephone  number,  and  would 

•  assist  patients  who  have  grievances  to  understand  their  rights  and  the  processes  they 
have  available  to  them  within  their  MCOs 

•  assist  patients  in  using  the  MCO  processes  for  administrative  and  clinical  grievances 
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•  collect  data  on  volume  of  calls  and  the  type  of  assistance  requested,  for  ongoing 
evaluation 

•  catalog  MCOs'  alternative  dispute  resolution  processes. 
Quality  Standards 

Allow  purchasers  and  providers  to  set  standards  and  measure  quality  to  continue  to 
evolve  and  respond  to  the  rapidly  changing  health  care  system,  without  the 
imposition  of  additional  public  sector  standards. 

The  Accreditation  Board  should  collect  and  disseminate  information  on  MCO 
quality,  such  as  summaries  of  accreditation  reports,  information  prepared  by 
private  initiatives  such  as  the  Massachusetts  Healthcare  Purchaser  Group,  and 
information  regarding  complaints  compiled  by  the  Ombudsman  office.  Some 
members  also  support  collection  of  additional  information,  including  preventable 
hospitalizations  by  MCO  and  results  of  surveys  of  certain  populations  such  as  those 
with  chronic  diseases  and  those  who  have  voluntarily  disenrolled  from  an  MCO. 

The  Accreditation  Board  should  monitor  the  evolution  of  quality  standards  and 
measurement  and  make  recommendations  after  one  year  on  whether  additional 
standards  are  needed. 
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MANAaED  CARE  COMMISSION 


TKe  mission  of  the  Board  of  Registration  in  Medicine  1s  to 
prescribe  standards  governing  the  practice  of  medicine  which  promote 
the  public  health,  safety  and  welfare  of  the  citizens  of  the 
Commonwealth.     Thus,  the  Board  1s  Involved  In  all  aspects  of  medical 
practice  In  all  settings. 

In  addition  to  licensing  and  disciplining  physicians,  the 
Board,  In  response  to  the  legislative  mandate  of  the  1986  Medical 
Malpractice  Reform  Act,  has  developed  a  risk  management/quality 
assurance  function  through  Its  Patient  Care  Assessment  Program  (PCA). 
The  essential  function  of  the  PCA  program  is  to  monitor  the  quality 
assurance  programs  1n  all  health  care  facilities  In  the  Commonwealth. 
All  such  facilities,  Including  health  maintenance  organizations 
(HMO's)  within  the  meaning  of  M.G.L.     Chapter  176G,  1    are  required 
to  maintain  a  PCA  program  which  1s  documented  in  what  1s  called  a 
PCA  ple-n.     The  plans  are  submitted  to  the  Board  and,  If  they  meet 
with  statutory  and  regulatory  requirements,  are  "qualified"  by  the 
Board.     Failure  to  have  a  Qualified  PCA  Plan,  or  the  disqualification 
of  the  plan,  results  in  loss  of  licensure  for  the  facility,  and 
the  inability  of  any  physician  licensed  by  the  Board  to  practice 
there.     I  believe  that  this  oversight  of  all  quality  assurance 
programs  In  health  care  facilities  provides  meaningful  protection 
to  patients,  and  a  strong  Incentive  for  hospitals  and  HMO's  to 
address  quality  issues. 

We  support  the  formation  of  a  Mana,ged  Care  Accreditation  Board 
to  provide  oversight  and  maintenance  of  appropriate  standards 
within  these  argani zati ons .    The  membership  of  this  Board  should 
Include  representatives  of  the  Department  of  Public  Health,  the 
Division  of  Insurance,  the  Division  of  Health  Care  Finance  and 
Policy,  and  the  Board  of  Registration  in  Medicine. 


The  Board  feels  very  strongly  that  the  physician-patient 
relationship  must  be  preserved,  and  that  all  medical  criteria 
regarding  patient  care  be  established  by  physicians,  and  that 
utilization  review  and  denial  of  services  decisions  be  made  by 
physicians.     We  believe  that  with  our  responsibility  to  regulate 
the  medical   profession,  our  oversight  of  institutional  quality 
assurance,  and  our  participation  in  the  accreditation  of  managed 
care  organizations  in  this  state,  that  the  Board  of  Registration 
in  Medicine  will  be  an  important  contributor  to  the  maintenance 
of  high  quality  health  care  delivery  and  the  safety  of  our 
citizens. 


Massachusetts  Association  of  HMOs 


1 8  Tremont  Street  Telephone:  61 7  523-3300 

Suite  305  Fax:617  523-0344 
Boston,  Massachusetts 
02108-2301 


July  31,  1997 


To  Interested  Parties: 

The  Massachusetts  Association  of  HMOs  (MAHMO),  on  behalf  of  its  member  plans, 
expresses  appreciation  for  the  opportunity  to  serve  on  the  Governor's  Special  Commission 
on  Managed  Care  and  to  work  with  the  other  Commission  members  and  Chairman  Charles 
Baker  in  developing  the  report  adopted  by  the  Commission.  In  particular,  MAHMO 
commends  Chairman  Baker  and  the  Commission  members  for  the  substantive,  fact-driven 
discussions  which  characterized  the  Commission's  deliberations. 

We  also  recognize  the  effort  expended  by  all  participants  to  reach  common  understandings 
by  being  receptive  to  information  from  many  sources.  While  there  are  points  of  emphasis 
and  phrasing  in  this  report  with  which  MAHMO  is  not  entirely  in  agreement,  MAHMO 
does  endorse  the  broad  findings  and  recommendations  contained  within  the  report. 

Among  those  understandings  which  MAHMO  considers  key  is  acknowledgment  that  we 
must  reach  beyond  the  currently  licensed  and  regulated  HMO  and  PPO  industries  and 
products  if  our  goal  truly  is  to  protect  consumers  in  managed  care.  Licensed  HMOs  and 
PPOs  comprise  only  a  small  percentage  of  the  "managed  care"  universe.  However,  most 
managed  care  initiatives  focus  predominately,  if  not  exclusively,  on  HMOs,  virtually 
ignoring  the  equal  number  of  consumers  who  receive  their  health  care  coverage  through 
some  other  form  of  managed  care.  The  Commission  recognized  that  managed  care  defines 
products  and  practices  which  are  much  broader  than  the  HMO  industry  and  developed  its 
recommendations  accordingly. 

Also  brought  out  during  the  deliberations  and  incorporated  into  the  recommendations  are 
recognition  of  the  solely  anecdotal  nature  of  most  allegations  made  against  managed  care 
and  the  overall  high  quality  of  the  HMO  industry  in  Massachusetts. 

MAHMO  commends  the  Commission  for  recommending  that  consumer  protections  be 
enhanced  by  building  on  both  public  and  private  programs  and  procedures  already  are  in 
place,  rather  than  by  creating  new,  redundant  and  costly  bureaucracies. 

Finally,  MAHMO  wants  to  comment  on  the  creativity  and  energy  shown  by  Commission 
members  in  crafting  effective  and  efficient  approaches  to  the  issues  raised  and  the  areas 
discussed.  That  creativity  and  energy,  coupled  with  a  sincere  willingness  and  desire  to 
find  common  ground,  made  possible  this  report  and  recommendations  which,  MAHMO 
believes,  can  bring  all  of  us  a  very  long  way  toward  meeting  the  goal  of  consumer 


protection  while  preserving  those  aspects  of  managed  care,  and  HMO  operations  in 
particular,  in  Massachusetts  which  have  made  the  Commonwealth  a  national  leader  in 
quality,  innovation,  and  comprehensive  care. 


President 


Joint  Statement  from  Health  Care  For  All, 

the  Massachusetts  Medical  Society, 
and  the  Massachusetts  Hospital  Association 

on  the 

Report  of  the  Governor's  Special  Advisory  Commission  on  Managed  Health  Care 

July  31, 1997 

Introduction 

We  would  like  to  thank  Governor  Weld  for  giving  us  the  opportunity  to  work  with  the 
various  members  of  his  administration  and  others  in  shaping  this  report  on  managed  care. 
We  would  especially  like  to  commend  Secretary  of  Administration  and  Finance  Charles 
Baker  for  his  leadership,  patience  and  persistence  in  guiding  the  Advisory  Commission 
through  a  complex  and  sometimes  contentious  process  in  such  a  short  period  of  time.  We 
also  greatly  appreciate  the  coordination  provided  by  Commissioner  Barbara  Erban 
Weinstein  and  the  work  of  Bob  Seifert  of  the  Division  of  Health  Care  Finance  and  Policy 
who  made  the  Commission  report  possible. 

We  are  particularly  pleased  with  the  many  ways  in  which  the  report  reflects  our  view  that 
additional  protections  for  the  public  are  needed.  This  support  for  our  perspective  sends  a 
strong  message  that  others  recognize  our  concerns  and  the  need  for  action. 

Specifically  we  are  pleased  that  the  Commission  agreed: 

•  on  the  need  to  improve  oversight  of  the  managed  care  industry  and  set  standards  for 
plans; 

•  that  certain  financial  arrangements  between  physicians  and  managed  care  plans  ought 
not  be  permitted  and  that  disclosure  and  ongoing  monitoring  of  arrangements  is  needed; 

•  that  plans  should  pay  for  those  services  which  emergency  rooms  are  required  to  provide 
by  federal  law; 

•  on  the  need  for  an  outside,  impartial  grievance  process  to  be  made  available  to  managed 
care  enrollees,  so  that  managed  care  organizations  are  not  acting  as  the  judge  and  jury  on 
issues  in  which  they  have  a  financial  interest; 
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•  on  the  need  for  a  managed  care  ombudsman  to  help  people  use  internal  complaint  and 
grievance  resolution  mechanisms  and  to  collect  and  report  information  on  complaints; 

and  finally, 

•  on  the  need  for  state  government  to  collect  and  disseminate  information  on  quality 
related  to  managed  care  organizations 

Given  the  short  time  frame  and  the  divergent  views  of  Commission  members,  it  was  not 
always  possible  to  agree  on  the  best  way  of  achieving  these  goals.  The  different 
viewpoints  are  reflected  in  part  in  the  Commission  report,  and  our  views  on  these  subjects 
are  expressed  in  greater  detail  below  in  this  statement. 

In  addition,  it  was  not  possible  to  address  all  of  the  areas  of  concern  with  respect  to 
managed  care.  The  Commission  did  not  address  many  issues  relevant  to  patient 
protection  and  quality,  including: 

•  provider  access 

•  cultural  competence 

•  the  need  for  utilization  review  standards  and  insolvency  protections 

•  the  importance  of  eliminating  provider  indemnification  and  gag  clauses 

•  disclosure  of  other  plan  features  beyond  financial  incentives 

It  should  not  be  inferred  from  this  omission  that  there  were  any  conclusions  reached  by 
other  Commission  members  about  the  significance  of  these  issues. 

The  Need  for  Reform 


The  shift  to  managed  care  may  be  one  factor  contributing  to  a  decline  in  the  rate  of 
growth  of  health  insurance  premiums.  Nonetheless,  concern  is  growing  in  Massachusetts, 
as  it  is  all  over  the  nation,  that  we  are  at  risk  of  creating  a  health  care  system  that  is  "too 
focused  on  profit  and  loss  statements  and  less  vested  in  ensuring  that  our  citizens 
continue  to  receive  the  best  health  care  in  the  world."  (Jayne  Oliva,  "Marcus  Welby  M.D., 
and  MBA",  Boston  Globe  7/15/97). 

Public  confidence  in  the  managed  care  industry  is  low.  For  example,  a  recent  study 
conducted  by  Robert  Blendon  of  the  Harvard  School  of  Public  Health  and  reported  in  the 
Boston  Globe  found  that  HMOs  ranked  just  above  the  tobacco  industry  among  major 
institutions  with  respect  to  public  trust.  (Alex  Pham,  HMOs  Seek  Cure  to  Image  Malady, 
Boston  Globe,  June  12,1997  ).  We  believe  that  dissatisfaction  stems  in  part  from  the  fact 
that  often  people  do  not  choose  managed  care  voluntarily,  but  may  have  only  one,  or 
sometimes  two  plans  made  available  by  their  employers.  Public  concern  is  reinforced  not 
only  by  anecdotes  and  "horror  stories",  but  by  studies  that  raise  serious  concerns  about 
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managed  care  quality,  particularly  as  it  pertains  to  people  with  serious  or  chronic 
illnesses. 

In  1995,  a  Blendon,  Louis  Harris  study  found  that  sick  people  in  managed  care  have 
difficulty  getting  services  and  treatment  (Robert  Wood  Johnson  Foundation,  June,  1995). 
Significant  areas  of  concern  included  the  inability  to  see  a  specialist,  or  have  tests  or 
treatments  that  they  -and  their  doctor-  believed  were  medically  necessary. 

Similarly,  in  1 996,  Schoen  and  Davidson  found  that  people  in  fair  or  poor  health,  or 
those  with  chronic  conditions  such  as  heart  disease,  cancer,  stroke,  or  diabetes  are 
particularly  likely  to  rate  managed  care  plans  as  fair  or  poor  compared  to  fee  for  service 
insurance  plans.  (Schoen  and  Davidson,  New  York  Academy  of  Medicine  Winter 
Supplement  1996).  Also  in  1996,  Ware  et  al.  found  that  seniors  and  low  income 
individuals  enrolled  in  managed  care  plans  experienced  worse  outcomes  than  those  in 
fee-for  service  plans.  (Ware  et.  al.,  JAMA,  October  1996). 

Karen  Davis  of  the  Commonwealth  Fund  has  observed  that,  "[c]urrent  market  dynamics 
seem  to  be  rewarding  plans  that  avoid  risk  and  penalizing  those  that  gain  reputations  for 
outstanding  care  of  seriously  or  chronically  ill  patients."  (Karen  Davis,  "Managed  Care 
and  Patients  at  Risk",  Commonwealth  Fund,  1996).  Additional  evidence  of  the 
propensity  of  managed  care  plans  to  avoid  high  risk  patients  (or  of  high  risk  patients  to 
avoid  managed  care)  is  found  in  the  Medicare  risk  market.  After  reviewing  the  available 
evidence.  The  Center  for  Studying  Health  System  Change  concluded  that,  "favorable  risk 
selection  exists  in  risk  contract  HMOs.  It  is  large  enough  to  cause  financial  losses  to  the 
Medicare  program."  (Center  for  Studying  Health  System  Change,  Issue  Brief,  November 
1996) 

Concerns  about  managed  care  have  prompted  a  flurry  of  legislative  activity  across  the 
country  and  in  Washington.  Even  states  that  were  in  the  forefront  of  the  managed  care 
revolution  are  now  debating  and  adopting  new  protections  for  consumers  enrolled  in 
managed  care  (See  for  example:  Pioneering  State  For  Managed  Care  Considers  Change: 
California  Thinks  Again,  New  York  Times,  July  14,  1997).  Massachusetts,  however, 
remains  well  behind  the  curve  with  respect  to  managed  care  oversight  and  consumer 
protection.  A  1 995  Study  by  the  Center  for  Health  Care  Rights  found  that  Massachusetts 
provides  the  least  oversight  and  protection  of  the  ten  states  with  the  highest  managed  care 
coverage  per  capita.  (Dallek  et.  al.  "Consumer  Protections  in  State  HMO  Laws",  Center 
for  Health  Care  Rights,  1995). 

We  believe  that  for  all  of  the  above  reasons,  there  is  an  urgent  need  to  enact  additional 
consumer/patient  protections  in  managed  care.  We  welcome  the  opportunity  to  continue 
to  work  with  the  administration,  the  legislature,  and  other  interested  parties  to  put  those 
protections  in  place. 
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Review  of  Commission  Recommendations 


General  Oversight 

Tying  physician  licensure  to  accreditation  is  an  idea  whose  implementation  and 
ramifications  have  not  been  fully  explored.  Therefore,  our  organizations  believe  that 
direct  oversight  of  MCOs  along  with  financial  incentives  which  induce  individuals  to 
choose  accredited  plans,  purchasing  power  and  persuasion  remain  viable  approaches  to 
ensure  that  comprehensive  quality  assurance  mechanisms  exist  within  health  plans. 

Physicians  attempt  to  ensure  continuity  of  care  for  their  patients  when  they  join  MCOs. 
Tying  licensure  to  accreditation,  as  recommended  by  this  Commission,  would  force 
physicians  to  terminate  relationships  with  any  health  plan  that  failed  to  meet  the  required 
standard.  This  would  cause  enormous  disruption  for  patients  and  would  therefore  make  it 
unlikely  that  such  a  sanction  would  ever  be  imposed.  In  addition,  physicians  would  be 
required  to  monitor  the  20  to  25  health  plans  with  which  they  participate  to  make  sure 
that  they  are  in  compliance  with  this  requirement. 

This  precedent  could  also  establish  a  slippery  slope  in  the  use  of  provider  licensure  for 
inappropriate  purposes.  Appropriate  credentials  are  used  to  determine  if  a  physician  is 
allowed  to  practice  medicine  in  the  Commonwealth.  Physician  licensure  should  not  be 
used  to  dictate  the  types  of  plans  or  organizations  with  which  physicians  should  be 
allowed  to  contract.  Rather,  managed  care  plans  should  be  adequately  accredited  upon 
entering  the  market  or  they  should  be  planning  for  the  accreditation  process.  MCOs  that 
are  not  directly  regulated  by  the  state  could  be  induced  to  abide  by  state  standards  by 
limiting  the  availability  of  state  subsidies,  such  as  the  Insurance  Reimbursement  Plan,  to 
approved  plans  and  by  using  the  purchasing  power  of  Medicaid  and  the  Group  Insurance 
Commission.  Through  these  measures  the  majority  of  plans  would  be  reached  and  the 
right  parties,  the  MCOs,  would  be  held  to  the  right  standard. 

As  part  of  the  oversight  proposal,  an  Accreditation  Board  is  identified.  We  believe  that 
rather  than  creating  a  new  interagency  body,  the  functions  specified  for  the  Board  could 
be  appropriately  handled  by  the  Department  of  Public  Health.  We  also  believe  that  any 
oversight  body  needs  additional  authority,  beyond  accreditation,  to  ensure  MCO  quality. 

An  additional  provision  included  in  the  general  oversight  section  which  could  be 
problematic  if  applied  too  broadly  enables  the  Board  to  accredit  organizations  which 
currently  have  no  accrediting  agency.  This  provision  could  restrict  the  necessary 
flexibility  for  clinicians  and  other  providers  to  come  together  in  different  organizational 
structures.  It  could  also  have  the  unintentional  effect  of  hampering  the  further 
development  of  health  care  delivery  options  in  Massachusetts  and  inhibit  provider 
network  access  to  the  market. 
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Provider  networks  which  contract  directly  with  employer  groups  and  assume  financial 
risk  should  be  held  to  similar  standards  such  as  NCQA  or  JCAHO  accreditation. 
However,  our  organizations  believe  that  this  provision  should  not  apply  to  providers 
which  are  already  regulated  under  state  and  federal  law,  which  includes  organizations 
under  waivers  and  demonstration  projects. 

We  do  suggest  that  an  accreditation  requirement  also  include  a  phase  in  plan  for  new 
organizations  entering  the  market  so  as  to  not  delay  or  inhibit  market  entry.  For  example, 
health  plans  typically  prepare  for  months  to  pass  the  NCQA  accreditation  process.  Since 
NCQA  was  developed  and  began  to  accredit  plans  in  the  early  1990's  health  plans  have 
devoted  dedicated  staff  persons  to  prepare  for  the  accreditation  process.  This  provision 
may  prove  to  be  difficult  to  meet  and  should  have  an  appropriate  phase  in  plan  for  new 
market  entrants. 

Physician  Compensation 

Those  who  point  out  that  little  data  exists  linking  specific  financial  arrangements  with 
quality  problems  fail  to  acknowledge  the  significant  methodological  barriers  to  collecting 
this  information.  People  change  health  plans  and  health  plans  change  financial 
arrangements  so  frequently  that  it  is  hard  to  trace  changes  in  quality  to  a  specific 
arrangement.  In  addition,  financial  arrangements  are  often  proprietary,  therefore  outside 
researchers  have  difficulty  obtaining  relevant  information.  Nonetheless,  there  is  reason  to 
be  concerned.  The  studies  cited  above,  together  with  anecdotal  evidence,  provide  ample 
reason  to  be  concerned  about  the  impact  of  certain  financial  arrangements. 

We  support  the  general  direction  of  the  Commission  report,  but  do  not  believe  that  the 
recommendations  go  far  enough.  We  believe  that  financial  incentive  arrangements 
should  include  additional  protections  such  as:  requiring  that  minimum  patient  panel  size 
and  adequate  stop  loss  insurance  for  capitation  risk  sharing  arrangements  are  in  place; 
prohibiting  payments  based  on  limiting  services  flimished  to  an  individual  patient;  and 
preventing  capitation  or  other  passing  of  financial  risk  to  an  individual  physician, 
especially  risk  for  services  not  provided  directly  by  that  physician. 

The  Massachusetts  Medical  Society  is  in  the  process  of  developing  principles  and 
recommendations  on  physician  financial  incentives  and  will  make  them  available  to 
Commission  members,  the  legislature  and  other  interested  parties  upon  completion. 

Emergency  Services 

The  Commission's  emergency  room  recommendations  such  as  the  addition  of  the 
"prudent  layperson"  standard  would  greatly  improve  patient  access  to  and  coverage  for 
emergency  room  care.  Yet,  to  ensure  adequate  patient  access  and  coverage  the 
recommendations  of  this  Commission  should  go  further.  To  properly  address  the 
complex  issues  regarding  emergency  services,  a  common  definition  of  what  constitutes 
an  emergency  condition  should  be  adopted.  That  definition  should  be  the  Emergency 
Medical  Treatment  and  Active  Labor  Act  definition  (EMTALA),  amended  to  include  the 
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"prudent  layperson"  standard.  This  definition  would  be  consistent  with  the  federal 
reconciliation  bill  for  Medicare  and  Medicaid  beneficiaries. 

In  addition,  our  organizations  agree  with  health  plans  in  that  appropriate  use  of 
emergency  room  services  should  be  supported  by  the  efforts  of  both  providers  and  health 
plans.  For  non  emergent  cases,  alternative  patient  care  settings  such  as  after  hours  clinics 
and  physicians'  offices  can  be  more  appropriate  and  should  be  utilized  as  a  means  to 
reduce  the  overall  cost  of  health  care.  But  it  is  largely  incumbent  on  the  health  plan  to 
assure  that  alternative  sites  are  geographically  accessible  to  members,  that  the  times  of 
operation  ensure  adequate  patient  access  and  that  health  plan  members  are  properly 
educated  about  these  alternatives. 

We  also  believe  that  it  is  the  primary  responsibility  of  the  health  plan  to  educate  members 
on  what  constitutes  appropriate  and  inappropriate  use  of  emergency  services.  This 
education  should  include  a  detailed  explanation  of  what  constitutes  an  emergency 
condition,  how  to  access  emergency  services  when  the  patient's  symptoms  warrant 
emergency  treatment,  and  how  and  where  to  access  alternative  patient  care  settings  when 
the  patient's  condition  is  less  severe  in  nature. 

Finally,  our  organizations  believe  that  additional  emergency  care  provisions  are  necessary 
to  ensure  that  patients  can  access  emergency  care  and  treatment  when  the  patient's 
condition  warrants  this: 

•the  definition  of  emergency  conditions  should  include  both  psychiatric  and  substance 
abuse  conditions  and  severe  pain 

•the  definition  of  emergency  should  also  include  definitions  of  "stabilization  for  transfer" 
and  "stabilization  for  discharge" 

•prohibit  health  plans  from  requiring  members  to  obtain  prior  authorization  for  services 
as  a  condition  of  coverage  before  seeking  emergency  care 

•add  a  requirement  that  the  emergency  room  physician's  medical  opinion  prevail  if  that 
medical  opinion  differs  from  that  of  the  health  plan's  authorizing  physician 
•emergency  departments  should  make  a  reasonable  effort  to  notify  the  MCO  or  PCP  for 
follow-up  care  required  for  urgent  illness  or  injury  following  evaluation  and  stabilization 
if  this  is  a  requirement  of  the  health  plan 

•authorization  for  follow  up  treatment  should  be  automatic  if  the  health  plan  does  not 
respond  to  the  emergency  room's  request  for  authorization  in  a  timely  manner,  (this 
provision  would  allow  emergency  rooms  to  provide  the  appropriate  level  of  care  in  a 
timely  manner  and  ensure  that  a  delay  in  health  plan  authorization  does  not  compromise 
the  patient's  care) 

•health  plans  should  be  responsible  to  ensure  that  alternative  patient  care  settings  are 
available  to  patients  if  these  settings  are  to  be  used  as  alternative  diversion  sites  for  non 
emergency  care.  If  such  mechanisms  are  in  place,  the  PCP/health  plan/ER  all  should 
work  together  to  coordinate  patient  care. 

Finally,  to  resolve  health  plan  denials  of  coverage  for  emergency  room  services,  our 
organizations  recommend  that  these  disputes  continue  to  be  dealt  with  through  the  health 
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plan's  grievance  and  appeals  process.  We  also  support  the  development  of  an  external 
arbitration  process  for  cases  which  have  exhausted  the  health  plan's  internal  appeals 
process. 

Utilization  Review 

The  Commission's  recommendations  offer  some  patient  safeguards  in  the  area  of 
utilization  review^  in  it's  Appeals  and  Grievances  recommendations.  Yet,  our 
organizations  agree  that  more  comprehensive  recommendations  are  essential  to  ensure 
that  health  plan  members  receive  medically  necessary  services  in  a  timely  maimer. 

The  determination  of  which  services  are  medically  necessary  for  the  proper  treatment  of  a 
patient  with  a  particular  medical  condition  is  critical  to  managed  care.  This  decision, 
which  ultimately  determines  how  a  health  plan  member  will  be  treated,  requires  the  same 
level  of  clinical  expertise  as  the  actual  health  care  professionals  in  the  community  that 
provide  these  services  to  patients. 

Many  health  plan  appeal  and  grievance  complaints  occur  when  patients  and/or  health  care 
providers  disagree  with  the  clinical  decision  made  by  the  health  plan's  utilization  review 
process.  It  is  that  process  which  makes  the  critical  determination  as  to  what  services  a 
patient  will  be  covered  for  and  the  delivery  site  or  location  of  those  services.  For 
example,  it  is  this  very  process  that  determines  if  a  patient  should  recuperate  by 
remaining  in  the  hospital  for  an  additional  day,  receive  a  particular  diagnostic  test  or  if  a 
patient  would  benefit  from  a  particular  treatment.  These  are  the  most  important  decisions 
that  health  plans  must  make  and  their  impact  on  the  patient's  course  of  treatment  and 
fmal  outcome  is  determined  through  this  process.  Improvements  in  these  processes 
should  lead  to  better  patient  outcomes,  fewer  denials  of  care  and  a  reduction  in  patient 
appeals. 

It  is  well  known  that  utilization  review  processes,  if  properly  conducted,  can  also  make  a 
positive  contribution  to  the  appropriate  use  of  health  services  as  well  as  to  the  quality  of 
care  provided  to  patients.  The  quality  of  the  clinical  review  process  is  dependent  on 
fundamental  principles  which  include  qualified  individuals  performing  reviews  and  that 
the  criteria  used  to  make  medical  management  decisions  is  approved  by  physicians. 
These  requirements  are  essential  to  protect  patients  and  ensure  that  qualified  individuals 
are  determining  the  "medical  necessity"  of  care  and  the  "appropriateness  of  the  delivery 
site"  of  care.  Due  to  the  magnitude  of  these  decisions  on  patient  care,  it  is  essential  that 
utilization  review  mechanisms  meet  certain  standards: 

•establish  minimum  standards  for  performing  utilization  review,  including  reviewer 
qualifications 

•require  utilization  review  criteria  and  medical  necessity  definitions  be  developed  or 
approved  by  physicians  proficient  in  the  area  covered  by  the  criteria  and  definitions 
•require  utilization  reviews  be  conducted  under  the  direction  of  a  physician  licensed  to 
practice  medicine  in  the  state  of  Massachusetts 


7 


•attending  physicians  should  have  the  abihty  to  discuss  the  treatment  plan  with  the 
utilization  review  physician  in  a  reasonably  prompt  time  frame  and  coverage  of  services 
should  not  be  denied  due  to  lack  of  availability  of  the  reviewing  agent 
•health  plan  subscribers  and  providers  should  be  given  information  about  the  health 
plan's  utilization  review  plan,  including  standards,  criteria  and  the  patient's  rights  and 
responsibilities  under  that  program 

•an  expedited  review  process  should  be  instituted  for  continuation  of  hospital  stays,  (the 
decision  regarding  denial  of  the  continuation  of  a  hospital  stay  should  be  communicated 
to  the  provider  and  the  patient  24  hours  prior  to  termination  of  coverage) 
•there  should  be  no  retrospective  denials  of  care  unless  the  original  information  provided 
to  the  health  plan  was  incorrect 

•utilization  reviewers  should  not  receive  financial  incentives  based  on  the  number  of 
denied  services 

•utilization  reviewers  should  comply  with  all  state  and  federal  laws  protecting  the 
confidentiality  of  patient  records 

Appeals  and  Grievances 

The  use  of  NCQA  standards  in  this  area  are  a  good  start  in  ensuring  that  health  plans 
respond  appropriately  to  patient  appeals  and  grievances.  Yet,  our  organizations 
recommend  that  additional  safeguards  be  added  to  this  recommendation  such  as  the 
establishment  of  minimum  internal  grievance  process  standards  and  defined  time  frames 
for  decisions. 

Our  organizations  also  agree  that  members  should  be  able  to  seek  a  final,  external  review 
which  would  be  binding  on  the  health  plan.  This  process  would  be  used  for  cases  where 
the  patient  has  exhausted  the  health  plan's  internal  appeal/review  process.  We  also  agree 
that  the  Department  of  Public  Health  would  be  the  most  appropriate  agency  to 
accommodate  this  function.  Additional  patient  protection  provisions  our  organizations 
recommend  include  the  following: 

•  the  external  appeal  process  should  not  be  limited  to  denials  of  care  for  "grave" 
situations; 

•  all  grievances  filed  with  a  health  plan  should  be  collected  and  recorded  by  type,  number, 
final  disposition  of  the  grievance,  and  this  information  should  be  sorted  by  health  plan 
and  made  available  to  the  public. 

In  addition,  we  suggest  that  health  plans  document  the  procedures  for  filing  appeals  and 
grievances  and  that  the  relevant  telephone  number  be  prominently  displayed  in  health 
plan  member  materials.  Appeals  and  grievances  should  be  accepted  firom  the  health  plan 
member  or  designee  in  a  variety  of  formats  including  by  mail,  telephone,  in  person  or 
through  electronic  media.  Upon  a  denial  of  benefits,  the  patient  and  the  provider  should 
receive  documentation  of  the  denied  benefit  or  service  and  a  description  of  the  appeal 
process. 
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Our  organizations  also  support  the  establishment  of  an  Ombudsman  Office  as 
recommended  by  the  Commission,  although  we  would  like  this  office  to  have  the  power 
to  fiilly  assist  consumers  when  resolving  problems  or  filing  complaints  and  grievances. 
We  also  recommend  that  the  Managed  Care  Ombudsperson  be  located  at  the  Department 
of  Public  Health. 

Quality 

We  are  generally  supportive  of  the  Commission's  recommendations  and  agree  that  private 
sector  initiatives  are  providing  valuable  information.  However,  without  a  public 
framework,  these  efforts  are  unlikely  to  produce  the  type  of  quality  information  needed. 
Based  on  information  presented  to  the  Commission  by  the  Massachusetts  Healthcare 
Purchasers  Group,  it  does  not  appear  that  purchasers  are  able  to  ensure  MCO  compliance 
with  their  requests  for  quality  information. 

In  addition  to  collecting  and  disseminating  existing  quality  information,  we  believe  that  it 
is  a  public  responsibility  to  supplement  private  sector  information  by  collecting 
additional  information  such  as  data  on  preventable  hospitalizations  by  plan.  It  is  also 
important  to  focus  attention  and  data  collection  efforts  on  enrollees  who  have  serious  or 
chronic  illnesses. 

The  MHA  and  MMS  also  believe  that  collection  and  analysis  of  data  which  is  to  be 
released  to  the  public  must  be  reliable,  valid,  useful,  and  the  cost  of  which  should  not 
outweigh  the  benefits. 

Conclusion 

There  exists,  we  believe,  a  broad  consensus  on  the  need  to  provide  additional  oversight 
and  protections  for  people  in  managed  care  systems.  The  Governor's  Commission 
reached  a  consensus  that  additional  protections  are  needed  in  the  areas  of  general 
oversight,  regulation  and  disclosure  of  financial  incentives,  access  to  emergency  services, 
grievance  and  appeals,  and  quality  monitoring,  although  there  was  less  agreement  on 
exactly  how  to  structure  these  protections.  Finally,  our  organizations  agree  that  there  are 
other  areas,  such  as  provider  access,  cultural  competence,  provider  gag  clauses,  disclosure 
of  plan  information,  insolvency  protections  and  standards  for  utilization  review  that  need 
to  be  addressed  in  order  to  ensure  the  quality  of  health  care  in  Massachusetts  and 
consumer  protection.  Our  organizations  are  committed  to  working  with  all  parties  to  put 
these  protections  in  place. 
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Appendix  B 

Additional  Supporting  Materials 

1 .  List  of  presenters  to  the  Commission 

2.  Table  of  managed  care  legislation,  by  state 

3 .  Massachusetts  Association  of  HMOs,  "Principles  for  Patient  Care" 

4.  Massachusetts  Medical  Society,  "Summary  of  Policies  on  Physician  Compensation 
Arrangements" 

5.  Nancy  Tumbull,  "Analysis  of  Physician  Payment  Methods  Used  by  Massachusetts 
HMOs" 

6.  Massachusetts  Medical  Society,  "Patient  Bill  of  Rights  for  Emergency  Care" 

7.  Massachusetts  Association  of  HMOs,  "Summary  of  Appeals  and  Grievance  Data" 

8.  Massachusetts  Medical  Society,  "Policy  on  Appeals  from  Denials  of  Care  in  Managed 
Care  Organizations" 

9.  State  legislative  review  (source:  Massachusetts  Division  of  Health  Care  Finance  and 
PoHcy) 

10.  HMO  enrollment  figures  (source:  Massachusetts  Division  of  Insurance) 

1 1 .  Managed  Care  Organization  Accrediting  Bodies 


Presentations  Before  the  Managed  Care  Commission 

Oversight  of  Managed  Care  Organizations 
May  8 

Linda  Ruthardt,  Commissioner  -  Division  of  Insurance 

Paul  Dreyer,  Deputy  Director,  Division  of  Health  Care  Quality  -  Department  of  Public  Health 
Nishan  Kechejian,  M.D.,  Chairman  -  Board  of  Registration  in  Medicine 
Jeremiah  Cole,  Assistant  Commissioner  -  Division  of  Medical  Assistance 
May  15 

Stephen  Lamb,  Assistant  Vice  President  for  Public  Policy  -  National  Committee  for  Quality  Assurance 

Kevin  Nasca,  Assistant  Attorney  General  -  Massachusetts  Office  of  the  Attorney  General,  Division  of 
Consumer  Protection  and  Antitrust 

Physician  Compensation  Arrangements 
May  22 

Nancy  Tumbull  -  Harvard  School  of  Public  Health 

Jeffrey  Levin-Scherz,  M.D.,  Medical  Director  -  Tufts  Health  Plan 

Tom  Lee,  M.D.,  Medical  Director  -  Partners  Community  Healthcare  Inc.  (PCHI) 

Norman  Weinberg,  M.D.,  Internist  -  Quality  Assurance  Development  at  Emerson  Hospital 

Joel  Neuschatz,  M.D.,  Medical  Director  -  Aetna  U.S.  Healthcare 

Harry  Greene,  M.D.,  Executive  Vice  President  -  Massachusetts  Medical  Society 

Emergency  Services 
May  29 

Charlotte  Yeh,  M.D.  -  New  England  Medical  Center 

Joanne  Wilkinson,  M.D.  -  Harvard  Pilgrim  Health  Care 

Grievance  and  Appeals  Processes 
June  5 

Robin  Richman,  M.D.,  Medical  Director  of  Quality  Improvement,  Women's  Health  and  Paul  Nealy, 
Customer  Relations  Manager  -  Tufts  Associated  Health  Plans 

Yael  Miller,  Director  for  Managed  Care  Affairs  -  Massachusetts  Medical  Society 

Nancy  Ridley,  Assistant  Commissioner,  Bureau  of  Health  Quality  Management  -  Department  of  Public 
Health 

Nishan  Kechejian,  M.D.  -  Board  of  Registration  in  Medicine 


State  Legislative  Review 
June  12 

Robert  Seifert,  Health  Policy  Manager  -  Division  of  Health  Care  Finance  and  Policy 

Quality  Measurement 
June  18 

R.  Heather  Pabner,  MB,  BCh  -  Harvard  School  of  Public  Health 

Quality  Standards 
June  19 

Susan  Oliverio,  M.D.  -  Women's  Health  Associates 
Van  Ellet  -  American  Association  of  Retired  Persons 

Dolores  Mitchell,  President  -  Massachusetts  Healthcare  Purchaser  Group  and  Executive  Director  -  Group 
Insurance  Commission 

Roberta  Herman,  M.D.  -  Harvard  Pilgrim  Health  Care 
Randy  Peto,  M.D.  -  MassPro 

Beth  O'Brien  and  Penny  Wells  -  Board  of  Registration  in  Medicine 


Managed  Care  Legislation  by  State 
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Massachusetts  Association  of  HMOs 

18  Tremont  Street,  Suite  305.  Boston,  MA  02108-2305  617-523-3300  Fax  617-523-0344 


Summary  of  the  "Principles  For  Patient  Care" 


Quality  Accountability:  All  providers  of  health  care  services  must  l>e  accountable  to  their 
patients  and  the  public  for  the  quality  and  costs  of  services  they  provide  and  for  informing 
consumers  about  those  services. 


Emergency  Services:  All  HMOs  should  cover  emergency  care  whenever  a  member 
experiences  a  condition  "with  symptoms  of  sufficient  severity  that  the  absence  of  prompt 
medical  attention  could  reasonably  be  expected  to  result  in  the  placing  of  a  person's  health  in 
serious  jeopardy....' 

Members'  Appeals  &  Grievances:  Each  HMO  should  have  simple  procedures  in  place  for 
members  to  appeal  any  decision  by  an  HMO  with  respect  to  a  medical  service  and  for 
members  to  file  complaints  about  non-medical  aspects  of  a  plan's  operation.  HMOs  should 
inform  members  about  how  these  procedures  work  and  respond  promptly  to  every  complaint. 

Physician  Advocacy:  No  contract  terms  or  conditions  of  payment  should  interfere  with  or 
prevent  a  physician  at  any  HMO  from  meeting  all  duties  owed  a  patient  or  advocating  on  a 
patient's  fc)ehalf.  HMOs  will  not  prohibit  or  discourage  doctors  from  discussing  possible 
treatment  options  with  a  patient  or  a  patient's  family  member. 

Patient  Confidentiality:  All  HMOs  must  have  written  policies  that  include  strong  protections 
against  improper  disclosure  of  infonnation  pertaining  to  patients  and  providers. 

Accessible  Services:  All  HMOs  must  provide  a  sufficient  number  of  both  primary  care 
providers  and  specialists  to  ensure  that  members  have  reasonable  access  to  care  and 
services.  In  addition,  plans  must  supply  members  with  a  complete,  up-to-date  listing  of 
providers  participating  in  their  plan. 

Consumer  Disclosure:  All  HMOs  should  give  members  a  publication  that  descnbes  ail 
available  services  and  explains  subjects  such  as:  co-payment  features,  any  restrictions  on  pre- 
existing conditions,  procedures  for  filing  complaints,  any  coverage  for  services  received 
outside  the  plan  and  any  limits  on  coverage  for  specific  prescription  drugs. 

Non-discrimination:  All  HMOs  should  refrain  from  any  practices  that  lead  to  discrimination  in 
the  provision  of  health  services  to  members  on  the  basis  of  age,  gender,  race,  national  origin, 
language,  religion,  socio-economic  status,  sexual  orientation,  disability,  genetic  make-up  or 
payor  source. 

Quality  Measurement:  All  HMOs  believe  that  consumers  are  more  able  to  make  informed 
decisions  about  health  care  when  they  have  access  to  objective  measurements  of  the  quality 
of  care  and  services  at  different  health  plans.  In  addition,  all  HMOs  maintain  their  own  internal 
quality  assessment  programs. 


Massachusetts  Association  of  HMOs 

18  Tremont  Street,  Suite  305.  Boston,  MA  02108-2305  617-523-3300  Fax  617-523-0344 


MASSACHUSETTS  ASSOCIATION  OF  HMOS 
STATEMENT  OF  PRINCIPLES 


MAHMO  member  plans  are  committed  to  arranging  for  the  provision  of  high  quality, 
accessible,  affordable  comprehensive  health  care  to  their  members.  Independent 
evaluations  of  dinical  quality  and  patient  satisfaction  have  rated  Massachusetts  HMOs 
among  the  best  in  the  nation.  We  support  patient-centered  initiatives  that  are  aimed  at 
keeping  the  care  offered  by  HMOs  at  a  high  level  of  quality.  We  will  continue  to  work  with 
consumers,  employers,  providers,  regulators  and  elected  officials  to  ensure  that  patients  in 
Massachusetts  and  elsewhere  receive  high  quality,  affordable,  accessible,  care  from  their 
HMOs,  and  that  consumers  have  continued  confidence  in  the  plans  they  choose.  To  further 
that  goal  and  codify  the  components  of  high  quality  health  care.  MAHMO  member  plans 
agree  to  the  following  principles  and  wilksupport  legislative  and  other  efforts  aimed  at 
assuring  that  all  HMOs  operating  within  Massachusetts  continue  to  adhere  to  and  meet  the 
standards  these  principles  embody. 

Quality  Accountability:  All  providers  of  health  care  servrces  must  be  accountable  to  their 
patients  and  the  public  for  the  quality  of  services  rendered,  the  cost  components  of  those 
services,  and  the  ability  of  consumers  to  easily  access  care  and  information  atx)ut  the 
services  available  to  them.  Through  their  care  coordination  and  credentiaiing.  HMOs 
assure  their  members  that  these  standards  are  met 

Emergency  Services:  Coverage  for  emergency  care  and  services  should  be  available 
without  any  prior  approval  or  other  impediments  wtienever  a  number  experiences  a 
physical  or  mental  condition  with  symptoms  of  suffkaent  severity  that  the  absence  of  prompt 
medical  attention  could  reasonably  be  expected  to  result  in  the  placing  of  a  person's  health 
in  serious  jeopardy  or  causing  or  resulting  In  serious  dysfunctkxi  of  a  body  organ  or  part 
Coverage  shouki  indude  all  treatments  reasonably  necessary  to  saeen  and  immediately 
stabilize  the  member.  Plans  should  educate  their  members  about  the  availat>(lity,  kx:ation 
and  appropriate  use  of  emergency  and  other  medk:al  services,  any  cost  sharing  provisions 
for  emergency  services,  and  the  avaiiat>ility  of  medk:al  care  outside  an  emergency 
department 

Members'  Appeals  and  Grievances:  Ail  members  are  entitled  to  an  easily  accessed 
avenue  to  appeal  any  decision  on  the  part  of  an  HMO  to  limit  deny,  or  otherwise  affect 
access  to  a  requested  or  prescribed  medical  service  or  to  file  complaints  atx)ut  other,  non- 
medical aspects  of  a  plan's  operation.  Notice  of  those  appeal  rights,  a  dear  description  of 
the  means  of  accessing  the  appeals  process,  prompt  attention  to  and  resolution  of  appeals 
and  grievances,  and  courteous,  confidential  treatment  throughout  a  grievance  or  appeal 
process  are  every  memt>er's  right  When  an  issue  involves  the  appUcation  of  dinical 
judgment  a  member  is  entitied  to  have  appropriately  trained  and  ficensed  dinical  personnel 


reviewing  the  facts  and  rendering  detenminations.  Expedited  reviews  must  be  available  in 
all  circumstances  where  delays  might  jeopardize  a  member's  life  or  health. 

Physician  Advocacy:  Each  physician's  first  and  foremost  duty  is  to  provide  medically 
necessary  and  appropriate  care  to  his  or  her  patient  and  to  deliver  the  right  care  in  the  right 
setting  at  the  right  time.  No  contract  terms  or  conditions  of  payment  should  interfere  with  or 
prevent  a  physician  from  fulfilling  all  duties  owed  a  patient  or  from  advocating  on  a  patient's 
behalf.  Physicians  will  not  be  prohibited  or  discouraged  from  discussing  with  their  patients 
or  with  a  patient's  family  member  any  possible  treatment  options  for  a  particular  illness  or 
condition,  whether  or  not  It  Is  a  covered  benefit 

Patient  Confidentiality:  All  plans  must  assure  that  there  are  strong  protections  in  place 
against  improper  disclosure  of  informatjon  relating  to  individual  memt>ers,  patients,  and 
providers.  All  plans  should  have  written  policies  and  procedures  governing  confidentiality 
and  must  take  reasonable  steps  to  ensure  the  confidentiality  of  member  and  patient  ^ 
information  and  records. 

Accessible  Services:  All  plans  must  provide  a  sufficient  number  of  both  primary  care 
providers  and  specialists  to  assure  that  members  have  reasonable  access  to  care  and 
services.  A  complete  listing  of  those  providers  who  participate  in  a  given  health  plan,  the 
specialty  of  the  provider,  and  any  limitations  on  a  member's  ability  to  access  medically 
necessary  services  from  a  given  provider  should  be  available  to  all  members  and 
prospective  members  and  should  be  up-dated  through  addendum  or  otherwise  on  a 
schedule  reasonably  designed  to  assure  availability  of  cun^nt  and  accurate  information. 

Consumer  Disclosure:  Ail  plan  members  and  prospective  members  should  have 
available  from  each  HMO  a  publication  which  dearly  provides  the  following  information  in  an 
easily  read  and  understood  format 

•  An  explanation  of  any  deductible,  coinsurance,  or  co-payment  features  and  ail 
restrictions  relating  to  pre-existing  conditions. 

•  That  the  member  will  receive  timely  written  notice  of  ttie  basis  for  a  coverage  decision 
with  which  the  patient  disagrees,  accompanied  by  an  easily  understood  description  of 
the  patient's  appeal  rights  and  time  frames  for  an  appeal. 

•  An  explanation  of  the  procedures  available  to  the  member  to  express  complaints  and 
how  to  contact  the  customer  services  department 

•  A  toll  free  number  to  obtain  Infbnmation  about  procedures  for  filing  and  pursuing 
complaints,  grievances,  and  appeals. 

•  Notice  that  upon  request  a  prospective  member  or  current  member  may  receive  a 
provider  directory  which  includes  a  listing  of  clinicians  and  their  specialties. 


•    NCQA  accreditation  status 


-MAHMO  Principles  Continued- 


•  The  extent  of  mental  health  benefits  and  substance  abuse  benefits  and  the  procedures 
for  obtaining  such  care  and  for  obtaining  information  on  alternatives  to  hospitalization. 

•  The  extent  of  coverage  of  home  health  care  and  hospice  services  and  the  procedures 
for  obtaining  such  services 

•  How  the  plan  provides  24-hour  coverage  for  emergency  medical  and  mental  health 
services  and  how  to  obtain  such  care  and  infonmation  about  locations  for  receiving  such 
care. 

•  How  to  obtain  initial  and  ongoing  prior  approvals  for  care  and  how  to  obtain  infomnation 
about  the  prior  approval  procedure  required  in  a  specific  situation 

•  In  what  circumstances  services  received  outside  the  plan  are  covered  and  the 
procedures  for  obtaining  such  services 

•  Use  of  a  formulary,  limits  on  reimbursement  if  drugs  used  are  not  on  the  formulary,  and 
the  procedure  for  obtaining  a  list  of  drugs  on  the  fomiulary. 

•  Information  on  the  types  of  payment  arrangements  the  plan  has  with  its  participating 
physicians 

•  The  fact  that  the  plan  regulariy  conducts  membership  satisfaction  surveys  and  the 
means  by  which  the  member  can.  on  request,  receive  more  infonmation  about  these 

Non-Discrimination:  Plans  should  not  engage  in  any  practices  that  lead  to  discrimination 
in  the  provision  of  health  services  to  members  on  the  basis  of  age.  gender,  race,  national 
origin,  language,  religion,  socio-economic  status,  sexual  orientation,  disability,  genetic 
make-up.  or  payor  source. 

Quality  Measurement:  MAHMO  member  plans  also  believe  that  the  public  is  better  served 
and  more  able  to  make  informed,  solid  decisions  about  health  care  coverage,  treatment 
options,  and  the  wise  use  of  health  care  resources  when  there  is  available  objective, 
verifiable  infonmation  on  the  availability  of  preventive  care  and  services  and  other  accepted 
measurements  of  care  quality  and  health  status.  MAHMO  member  plans  support  the  on- 
going efforts  to  refine  and  improve  those  measures  available  and  urge  the  participation  of 
all  health  care  providers  and  payors  in  programs  which  offer  the  public  an  objective  basis 
on  whfch  to  compare  and  assess  health  plans.  In  addition,  all  MAHMO  member  plans 
operate  and  maintain  internal  formal  quality  assessment  and  fonmal  quality  improvement 
programs. 


END 


Summary  of 
MMS  Policies  on 
Physician  Compensation  Arrangements 

1 .  Financial  incentives  should  not,  in  whole  or  in  part,  limit  or  deny  access  to 
medically-necessary,  covered  services. 

2.  Physician  incentive  payments  should  be  based  on  performance  of  groups 
of  physicians  rather  than  individual  physicians,  and  should  not  be  based  on 
performance  over  short  periods  of  time. 

3 .  Financial  incentives  should  not  link  financial  rewards  with  individual 
treatment  decisions  over  periods  of  time  insufficient  to  identify  patterns  of 
care. 

4.  Risk  Sharing  Arrangements/Incentives  should  not  expose  the  'referring' 
physician  to  excessive  financial  risk  for  services  provided  by  physicians  or 
institutions  to  whom  physician  refers  patients  for  diagnosis  or  treatment. 

5.  The  magnitude  of  fee  witliliolds,  bonuses  and  other  financial  incentives 
should  not  affect  provision  of  medically  necessary,  appropriate  care. 

6.  Financial  incentives  should  not  interfere  with  appropriate  clinical 
management  such  as  limiting  diagnostic  tests,  services,  referrals,  or  access 
to  care. 


Analysis  of  Physician  Payment  Methods  used  by  Massachusetts  HMOs 
Prepared  for  the  Massachusetts  Association  of  HMOs  (MAHMO) 

Goals  of  Project 

This  report  summarizes  the  results  of  a  review  of  the  physician  payment  methods  being  used  by 
MAHMO-member  HMOs  licensed  in  Massachusetts.  The  goal  of  the  report  is  to  provide  useful 
background  information  for  MAHMO-member  plans  and  MAHMO  stafif  which  can  be  used  in 
preparing  for  legislative  hearing  and  other  discussions  about  managed  care  regulation  in 
Massachusetts,  including  the  Governor's  Special  Commission  on  Managed  Care. 


Data  sources 


Each  MAHMO-member  plan  was  asked  to  provide  the  following  information: 


-its  standard  primary  care  physician  (PC?)  contract 
-its  standard  specialist  physician  contract 


-any  other  standard  contracts  used  to  contract  with  physicians  (e.g.,  PHO  contracts) 

-any  helpful  descriptive  information  on  the  arrangements,  particularly  material  that  is  used 
to  explain  the  payment  arrangements  to  physicians 

-the  number  and  percent  of  HMO  physicians  that  have  executed  each  type  of  contract 

-the  total  dollar  amount  and  percent  of  total  physician  payments  covered  by  each  type  of 
contract 

-an  estimate  of  the  number  and  percent  of  HMO  members  covered  by  each  type  of 
contract. 


Complete  or  sufficient  information  was  received  from  14  of  the  16  MAHMO-member  plans.  (The 
two  plans  that  did  not  participate  are  based  in  other  states  and  have  very  few  members  in 
Massachusetts.)  These  14  plans  accounted  for  a  total  of  17  different  HMO  delivery  systems 
because  Harvard  Pilgrim  Health  Care  uses  a  different  payment  method  for  each  of  its  four 
divisions,  and  each  of  these  arrangements  was  analyzed  separately.  The  plans  that  responded  are. 


•  Aetna/U.S.  Healthcare 

•  CIGNA  Healthcare 

•  Community  Health  Plan 

•  Fallon  Community  Health  Plan 

•  Harvzird  Pilgrim  Health  Care 

•  Harvard  University  Group  Health  Plan 

•  Health  New  England 


•  Healthsource/Central  Mass.  Health  Care 

•  Kaiser  Foundation  Health  Plan  of  Mass. 

•  Matthew  Thornton  Health  Plan 

•  MIT  Health  Plan 

•  Neighborhood  Health  Plan 

•  Tufts  Associated  Health  Plan 

•  United  Health  Plans  of  New  England 


The  responding  plans  accounted  for  74%  of  total  HMO  membership  in  the  state  as  of  year-end 
1996  (or  2  million  of  the  2.7  million  Massachusetts  residents  enrolled  in  HMOs).  HMO  Blue, 
which  is  not  a  MAHMO  member,  is  the  only  large  Massachusetts  HMO  that  is  not  included  in  this 
report  (HMO  Blue  had  approximately  699,000  members  as  of  year-end  1996,  and  accounted  for 
26%  of  the  state's  HMO  membership,  or  99%  of  the  membership  in  the  HMOs  that  are  not 
included  in  this  report.) 

Analytical  approach 

The  information  provided  by  the  HMOs  was  analyzed  to  categorize  each  PCP  and  specialist 
payment  method  according  to  a  number  of  factors,  including  method  of  payment;  specifics  of  any 
withhold,  capitation  and/or  bonus  arrangements;  and  the  termination  provisions  of  the  contract. 
Follow-up  phone  csdls  and/or  meetings  with  the  HMOs  were  used  to  clarify  the  material  or 
provide  additional  information. 

One  of  the  goals  of  the  review  was  to  identify  any  payment  methods  or  features  of  the  pajmient 
arrangements  that  could  be  viewed  as  potentially  creating  inappropriate  incentives  for  physicians. 
Although  there  is  not  widespread  agreement  about  what  features  of  physician  payment 
arrangements  might  be  potentially  problematic,  for  the  purposes  of  this  review  the  following  types 
of  payment  features  were  judged  to  have  the  potential  to  raise  public  policy  concerns,  based  on  a 
review  of  recent  literature  and  regulations  on  physician  payment  methods,  including  the  federal 
rules  on  Physician  Incentive  Plans  in  Medicare  and  Medicaid  Managed  Care  Organizations, 
adopted  in  March  1996; 

-payments  based  on  limiting  services  furnished  to  an  individual  patient 

-capitation  or  other  passing  of  financial  risk  to  an  individual  physician,  especially  risk  for 
services  not  provided  directly  by  the  physician 

-placing  physicians  at  risk  for  services  that  they  do  not  control,  except  in  aggregate  as  part 
of  a  much  larger  multispecialty  practice  or  hospital/physician  provider  unit 

-capitation  risk-sharing  with  no  reasonable  minimum  panel  size  requirements 

-withholdings  on  fees  that  exceed  20% 

-excessive  aggregate  levels  of  downside  or  upside  financial  risk  (i.e.,  more  than  25%  of 
potential  physician  payments  being  linked  to  specific  measures  of  performance) 

-failure  to  provide  stop-loss  insurance  as  protection  against  high  costs  for  individual 
patients  and,  in  more  global  risk-sharing  arrangements,  also  in  the  aggregate. 
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Issues  and  Caveats 

The  results  of  the  project  need  to  be  reviewed  with  a  number  of  issues  and  caveats  in  mind: 

•  Any  method  of  physician  payment  creates  potential  incentives  for  the  over-  or  under-use  of 
services  and  the  potential  for  a  positive  or  negative  impact  on  quality  of  care.  Although  there 
is  much  discussion  about  this  issue,  much  of  it  is  based  on  anecdotes  rather  than  rigorous 
analysis.  In  fact,  at  the  present  time  there  is  very  little  definitive  evidence  about  the  impact  of 
different  types  of  payment  arrangements  on  quality  of  care  (except  for  a  large  body  of 
research  that  shows  the  potential  for  overuse  of  services  that  results  fi^om  fee-for-service 
payment). 

•  The  physician  payment  method  used  by  the  HMO  is  not  necessarily  the  same  method  used  to 
pay  the  individual  physician:  Some  of  the  HMO  arrangements  are  "two-tiered":  this  means 
that  payment  is  made  by  the  HMO  directly  to  the  individual  physician.  However,  the  more 
common  arrangements  are  "three-tiered,"  meaning  that  the  HMO  pays  an  intermediary  entity 
(e  g  ,  a  group  practice,  CPA,  PHO),  which  then  pays  the  physician.  For  instance,  an  HMO 
may  capitate  a  physician  group  or  a  PHO,  which  then  pays  the  individual  physicians  on  a  fee- 
for-service  or  salary  basis.  This  report  analyzes  the  payment  structure  as  made  by  the  HMO. 
and  does  not  assess  the  methods  used  by  intermediary  entities  to  pay  the  physicians 
However,  the  compensation  arrangements  between  physicians  and  these  intermediary 
organizations  are  very  important  because  they  have  the  greatest  potential  to  influence  the 
physician's  behavior. 

•  Payment  arrangements  are  very  fluid:  Many  HMOs  indicated  that  they  are  adopting  new 
methods  of  payment  and/or  revising  current  arrangements.  The  most  common  new 
arrangements  seem  to  be  ones  that  are  being  developed  in  response  to  more  integrated 
delivery  systems  (e.g.,  PHOs). 

•  The  same  HMO  often  uses  a  variety  of  different  payment  methods:   Some  HMOs  vary  the 
type  of  payment  method  by  the  number  of  HMO  members  served  by  the  individual  physician 
or  group  practice.  For  the  purposes  of  this  report,  the  predominant  method  used  by  the  HMO 
was  analyzed  (i.e.,  the  arrangement  that  covered  the  majority  of  each  HMO's  members V 

•  Payment  arrangements  may  vary  by  line  of  business:   An  HMO  might  use  a  global  capitation 
arrangements  for  its  Medicare  line  of  business  but  fee-for-service  for  its  commercial  business. 
Based  on  discussions  with  the  plans,  this  appears  to  be  an  issue  for  only  one  HMO;  for  that 
plan,  the  report  analyzed  the  payment  method  used  for  commercial  members,  who  represent 
over  85%  of  HMO  membership. 

•  It  is  common  to  have  variations  from  the  boilerplate  arrangements  for  particular  group 
practices  or  LP  As:  These  variations  may  arise  from  the  mix  of  physicians,  politics/power  of 
the  group,  patient  mix,  historical  utilization  and  cost  experience,  and  other  factors.  Since  this 
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analysis  is  based  on  the  standard  or  predominant  methods  of  payment,  it  may  not  reflect 
accurately  the  full  range  of  arrangements  being  used  by  HMOs. 

•  The  arrangements  are  often  very  complex:  It  was  sometimes  diflBcult  to  capture  fiilly  the 
intricacies  of  the  payment  arrangements  in  summary  descriptive  data  such  as  those  provided 
here,  although  the  major  features  of  each  arrangement  are  included. 

•  The  information  on  specialist  payment  methods  is  less  complete  than  the  data  on  PCP 
arrangements:  HMOs  are  increasingly  using  different  methods  to  pay  specialty  providers, 
particularly  the  use  of  capitated  "carve-out"  or  specialty  arrangements.  The  survey  asked  for 
the  HMO's  "standard"  specialist  contract,  but  did  not  collect  information  on  each  type  of 
arrangement  the  HMO  has  with  specialists.  However,  based  on  discussions  with  the  plans,  the 
information  received  on  specialists  does  capture  the  method  of  payment  used  for  the  majority 
of  specialist  providers  and  for  the  majority  of  payments  made  for  specialty  services. 

•  There  was  no  attempt  to  analyze  the  "adequacy"  or  "reasonableness"  of  the  physician  payment 
that  resulted  from  the  arrangements:  The  purpose  of  the  project  was  to  categorize  physician 
payment  methods  and  analyze  the  structure  of  the  arrangements,  particularly  in  terms  of 
whether  the  arrangements  appear  to  provide  any  inappropriate  financial  incentives  for  under- 
utilization  or  poor  quality.  No  attempt  was  made  to  reach  any  conclusions  about  the 
adequacy  or  fairness  of  the  resulting  payment  to  providers.  For  instance,  the  structure  of  a 
fee-for-service  or  capitation  arrangement  may  be  reasonable  but  result  in  unreasonable 
payments  because  of  a  fee  schedule  that  is  too  high  or  too  low  or  a  capitation  rate  developed 
using  inaccurate  or  inappropriate  assumptions  regarding  utilization  or  costs. 

•  The  eflfect  of  any  payment  method  on  physician  practice  and  behavior  will  potentially  vary 
depending  on  the  number  and  percentage  of  patients  covered  by  the  arrangement:  It  seems 
likely  that  any  HMO  method  of  payment  will  have  a  greater  impact  on  physician  behavior  if 
the  physician  has  a  significant  number  of  HMO  members.  However,  data  on  the  importance 
of  different  HMOs  for  the  different  physician  practices  with  which  the  HMO  contracts  were 
not  available  for  this  report. 

•  The  federal  Physician  Incentive  Plan  (PIP)  regulations  may  change  or  act  as  an  additional 
constraint  on  the  level  of  risk  assumed  bv  physicians  under  contracts  with  HMOs  that  have 
Medicaid  or  Medicare  members:  A  couple  of  the  contracts  had  amendments  that  specifically 
limited  the  risk  to  physicians  under  the  contract  in  accordance  with  the  PEP  provisions.  While 
other  contracts  did  not  explicitly  address  this  issue,  it  appears  to  be  an  unnecessary  concern 
because  of  the  nature  and  limited  scope  of  the  risk  sharing  in  those  contracts. 

Findings 

Tables  1-7  provide  information  about  the  PCP  and  specialist  physician  payment  arrangements 
used  by  responding  HMOs.  (As  noted  above,  data  were  obtained  from  14  plans,  representing  17 
delivery  systems.  The  tables  include  information  from  the  17  delivery  systems.)   Some  of  the 


significant  features  of  the  payment  methods  are  summarized  below, 
a.  Predominant  method  of  payment 
Primary  Care  Physicians  (See  Table  I) 

•  There  is  no  dominant  method  of  paving  PCPs:  Capitation  is  the  predominant  PCP  payment 
method  used  by  six  plans  (35%);  fee-for-service  is  used  by  six  plans  (35%);  and  five  plans  pay 
PCPs  on  a  salary  basis  (30%). 

•  PCPs  have  some  degree  of  financial  risk  in  10  of  the  17  arrangements:  Most  of  the  HMOs 
use  PCP  payment  methods  in  which  the  PCPs  assume  some  financial  risk.  All  of  the  six 
capitation  arrangements  pass  financial  risk  to  the  PCPs  for  capitated  services.  In  addition,  half 
of  the  plans  that  use  fee-for-service  payment  have  a  withhold,  as  does  one  of  the  plans  that 
pays  PCPs  on  a  salary  basis. 

Specialist  Physicians  (See  Table  2) 

•  While  there  is  no  standard  method  for  paying  specialists,  fee-for-service  is  by  far  the  most 
common  payment  arrangement:  Thirteen  of  the  1 7  HMOs  (76%)  use  fee-for-service  as  their 
dominant  way  of  paying  specialists.   Two  plans  (12%)  use  capitation  payment,  while  the 
other  two  plans  (12%)  pay  specialists  on  a  salaried  basis.  (The  capitation  and  salaried 
arrangements  predominate  in  HMOs  or  HMO  divisions  that  are  structured  as  group  or  staff 
models  plans.)  There  is  no  individual  capitation  of  specialists;  specialists  are  capitated  only  as 
members  of  larger  multispecialty  practices  or  physician/hospital  provider  units. 

•  In  ten  of  the  arrangements  (59%).  there  is  no  downside  financial  risk  for  the  specialists:  In 
nine  of  these  HMOs,  specialists  are  paid  straight  fee-for-service,  based  on  the  lower  of 
charges  or  the  HMO's  fee  schedule,  with  no  withholding.  The  other  plan  pays  specialists  on  a 
salaried  basis,  with  no  withhold. 

•  For  most  of  the  HMOs,  the  risk-sharing  structure  and  nature  of  specialist  payment 
arrangements  is  similar  to  the  arrangements  used  for  primary  care  physicians:  Most  HMOs 
are  using  integrated  payment  models,  in  which  financial  risk  is  shared  broadly  by  groups  of 
physicians  and/or  physician  and  hospital  provider  units.  The  only  difference  in  the  risk  and 
incentives  faced  by  PCPs  and  specialists  in  these  arrangements  is  that  PCPs  are  often  capitated 
for  their  own  services  (and  are  eligible  for  bonus  payments,  as  described  below),  and  share 
risk  for  specialist  and  inpatient  costs  with  specialists  and  hospitals  as  a  unified  risk  group. 

Comparison  of  Massachusetts  with  National  and  Regional  Payment  Methods  (See  Tables  3 
and  4) 

•  The  methods  of  payment  being  used  bv  Massachusetts  HMOs  are  very  similar  to  those  of 
HMOs  in  the  U.S.  as  a  whole:  The  most  recent  data  available  on  the  physician  payment 
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methods  being  used  by  HMOs  in  the  U  S  are  from  a  1994  survey  conducted  for  the  federal 
Physician  Payment  Review  Commission.  Although  these  data  are  several  years  older  than  the 
information  available  on  Massachusetts  HMOs,  a  comparison  shows  that  the  payment 
methods  are  quite  similar.  (See  Table  3)   Although  fee-for-service  is  slightly  less  common  as 
a  method  of  paying  PCPs  in  Massachusetts  (a  difference  which  could  be  affected  by  the  U.S. 
data  being  several  years  old,  since  the  use  of  capitation  has  been  increasing  nationally),  it  is  a 
slightly  more  common  method  of  paying  specialists.  Capitation  is  used  by  a  similar  proportion 
of  HMOs  in  Massachusetts  as  in  the  U.S.  for  both  PCPs  and  specialists,  although  HMOs  in 
Massachusetts  are  less  likely  to  combine  capitation  with  withholds.  Salary  is  a  more  common 
arrangement  for  PCPs  in  Massachusetts  than  in  the  U.S. 

•  Recent  survey  data  show  that  while  Massachusetts  has  one  of  the  highest  incidences  of 
capitation  in  the  country,  the  share  of  physician  revenues  in  Massachusetts  that  are  capitated  is 
slightly  lower  than  average:    Table  4  provides  detail  on  geographic  variations  in  the  use  of 
capitation  from  a  1995  survey  by  the  American  Medical  Association.  The  data  were  collected 
from  a  nationally  representative  survey  of  primary  care  and  specialty  physicians.  Forty-six 
percent  of  physicians  in  Massachusetts  reported  being  in  a  practice  that  had  some  revenue 
from  capitation  contracts,  the  highest  in  the  country.  However,  the  share  of  practice  revenues 
from  capitation  was  only  1 7%,  slightly  lower  than  the  national  average. 

b.  Risk-sharing  arrangements 

Among  the  issues  that  are  often  the  subject  of  discussion  and  concern  in  physician  payment  risk 
sharing  arrangements  are:  the  amount  of  payment  that  is  at  risk;  the  unit  or  entity  that  is  assuming 
risk  (e.g.,  individual  physician,  group  of  physicians);  the  range  of  services  for  which  the  physicians 
are  at  risk;  and  the  methods  used  by  the  HMO  to  adjust  for  risk  and  protect  physicians  from 
catastrophic  or  unpredictable  costs. 

Arrangements  that  include  withhold  (See  Table  5) 

•  The  amount  of  the  withhold  for  every  plan  is  reasonably  small:   All  of  the  HMOs  that  have 
withholds  use  amounts  that  are  less  than  or  equal  to  1 5%;  half  of  the  plans  have  withholds 
equal  to  or  less  than  10%.  (The  only  exception  was  one  HMO  that  has  a  20%  withhold  for 
inpatient  services  and  a  10%  withhold  on  all  other  physician  services.)  The  size  of  the 
withhold  is  quite  modest  in  comparison  to  total  physician  payment. 

•  In  arrangements  with  a  withhold,  the  amount  of  downside  risk  for  physicians  is  always  limited 
to  the  amount  of  the  withhold:   Regardless  of  actual  costs  or  use,  physicians  in  these 
arrangements  are  not  responsible  for  financial  losses  beyond  the  amount  of  withheld  payments 
In  most  of  the  plans,  the  physicians  have  the  opportunity  to  share  in  surplus  beyond  return  of 
the  withhold,  although  the  amount  of  surplus  is  capped  in  each  arrangement  (see  discussion 
below). 


•    None  of  the  plans  that  have  withholds  use  the  individual  physician  as  the  risk  unit:  Return  of 
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the  withhold  is  always  predicated  on  the  performance  of  a  group  of  physicians,  an  EPA,  a  joint 
physician/hospital  unit,  or  all  HMO  physicians  collectively.  Based  on  discussions  with  the 
HMOs,  it  appears  that  the  trend  is  clearly  toward  using  larger  groups  of  physicians  and 
integrated  hospital/physician  units  as  the  entity  whose  performance  is  the  basis  for  determining 
whether  withhold  amounts  are  returned 

•  The  basis  for  determining  whether  any  or  all  of  the  withhold  is  returned  is  generally  actual 
costs  compared  to  a  pre-determined  budget  for  a  broad  range  of  medical  services:  Another 
clear  trend  is  to  base  return  of  the  withhold  on  the  overall  performance  of  groups  of  providers. 
The  size  of  the  unit  varies  from  a  primary  care-only  practice  to  an  entire  large,  multi-site 
multispecialty  group  practice. 

Capitation  arrangements  (See  Table  6) 

•  Most  of  the  HMOs  that  use  capitation  contract  only  with  larger  risk  entities,  although  two  of 
the  six  HMOs  that  use  capitation  for  PCPs  may  put  PCPs  at  risk  on  an  individual  physician 
basis;  Most  of  the  PCP  payment  arrangements  that  use  capitation  share  risk  with  physicians 
on  an  aggregate  rather  than  individual  basis.  The  "risk  unit"  varies,  and  can  be  a  formal 
physician  group  practice  (either  primary  care  only  or  multispecialty),  an  IP  A,  a  PHO,  or  a 
provider  unit  comprised  of  a  hospital  and  its  affihated  physicians.  This  means  that  almost  no 
PCP  has  financial  risk  related  only  to  his/her  provision  of  care.  In  general,  the  risk  units  used 
are  quite  large,  which  results  in  broad  spreading  of  financial  exposure.  There  are,  however, 
two  arrangements  in  which  PCPs  may  be  capitated  on  an  individual  basis,  although  in  both 
arrangements  PCPs  are  capitated  only  for  primary  care  services.  Based  on  discussions  with 
both  of  these  plan,  few  of  their  contracting  physicians  are,  in  fact,  in  solo  practice,  and  most 
participate  in  practices  that  have  at  least  several  primary  care  physicians;  in  these  practices 
physicians  are  capitated  together  and  not  as  individual  practitioners. 

•  In  four  of  the  six  PCP  capitation  arrangements,  physicians  are  capitated  only  for  primary  care 
services:    In  the  other  two  arrangements,  PCPs  are  capitated  for  most  medical  services,  but 
only  as  members  of  a  much  larger  hospital/physician  provider  unit  or  joint  venture  that  is  at 
risk  collectively  for  performance  against  a  global  budget,  thus  attenuating  the  direct  effect  of 
the  arrangement  on  the  payment  of  the  individual  physician. 

•  Capitation  payments  are  always  adjusted  by  a  variety  of  demographic  and  risk  factors:  The 
most  common  factors  are  member  age  and  sex  and  payor  type  (e.g.,  commercial.  Medicare, 
Medicaid  welfare,  Medicaid  disabled). 

•  Most  plans  provide  or  require  stop-loss  coverage:  The  specifics  of  the  stop-loss  coverage 
vary  by  arrangement  and  size  of  the  physician  practice  and/or  hospital/physician  payment  unit 
The  only  two  PCP  arrangements  that  do  not  have  individual  stop-loss  coverage  are  plans  that 
use  primary-care  only  capitation,  in  which  the  financial  risk  to  physicians  is  quite  modest  given 
the  limited  scope  of  services. 


•  When  PCPs  are  capitated,  there  is  often  a  minimum  panel  size  (i.e.,  the  physician  or  group 
must  have  a  minimum  number  of  HMO  members):  HMOs  generally  pay  on  a  modified  fee- 
for-service  basis  until  the  physician  practice  meets  the  requirement  for  a  minimum  number  of 
covered  member  lives  or  months.  The  three  plans  that  do  not  have  a  minimum  panel  size  all 
capitate  physicians  only  for  primary  care  services. 

c.  Bonus/Surplus  Arrangements  (See  Table  7) 

•  Physicians  often  have  the  opportunity  for  upside  financial  risk,  although  several  HMOs  limit 
the  potential  for  physicians  to  benefit  fi"om  actual  costs  being  below  projected  or  budgeted 
amounts:  In  half  of  the  arrangements,  physicians  share  in  any  "surplus"  (i.e.,  actual  costs 
being  less  than  budget).   Savings  are  generally  split  between  the  HMO  and  the  physicians  (or 
the  relevant  risk/performance  measurement  unit).  Several  HMOs  limit  the  amount  of  surplus 
that  is  shared  with  their  providers  (e.g.,  physicians  share  savings  in  specialty  costs  compared 
to  budgeted  costs  but  only  up  to  10%  of  total  specialty  savings).  Several  HMOs  link  surplus 
sharing  not  only  to  financial  performance  but  to  explicit  clinical  quality  and  member 
satisfaction  goals  as  well. 

•  Six  of  the  HMOs  pay  PCPs  performance-based  bonuses,  usually  linked  to  measures  of  cost 
and  use  and  quality:  In  these  arrangements,  PCPs  can  receive  additional  payments  if  they 
meet  certain  performance  standards.  The  specific  standards  vary  among  HMOs,  but  include 
factors  such  as:  immunization  rates  for  children;  compliance  with  recommended  guidelines  for 
certain  screening  tests  (e.g.,  mammograms);  member  satisfaction  scores;  and  compliance  with 
HMO  policies  regarding  obtaining  prior  approval  of  inpatient  stays.  These  payments  are 
usually  based  on  the  performance  of  the  underlying  risk  unit,  although  several  HMOs  do 
measure  and  reward  performance  at  least  in  part  on  an  individual  physician  basis. 

•  Quality  and  administrative  measures  of  performance  have  higher  weightings  than  cost/use  in 
the  bonus  calculations  of  all  but  one  plan:  The  bonus  systems  in  most  of  the  plans  are  most 
heavily  weighted  to  quality  measures  and  PCP  compliance  with  care  authorization 
requirements  than  to  measures  of  cost  and  use.  However,  one  plan  does  weight  cost  and  use 
more  heavily  than  other  factors  in  its  bonus  formula. 

•  Although  the  amount  of  the  potential  bonus  is  30%  for  two  of  the  plans,  the  average  amount 
of  actual  bonus  payments  at  all  the  HMOs  is  quite  modest:    The  actual  amount  of  bonus 
payments  is  less  than  or  equal  to  15%  in  all  of  the  plans  and  less  than  or  equal  to  10%  in  all 
but  one  HMO. 

d.  Contract  amendment  and  termination  provisions 

•  HMOs  are  required  to  give  physicians  at  least  30  days  written  notice  of  any  intent  to  change 
the  terms  of  the  contract,  including  any  changes  in  the  method  of  payment:   Plans  do  not  have 
any  unilateral  right  to  alter  their  payment  methods  and  must  provide  advance  written  notice  to 
physicians  of  any  proposed  amendments. 
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•    If  physicians  do  not  like  payment  changes,  they  are  generally  able  to  terminate  their 

relationship  with  the  HMO  within  90  days:   As  in  any  private  contractual  relationship,  the 
parties  are  free  to  decide  whether  and  on  what  terms  to  contract  and  to  terminate  the 
relationship  on  reasonable  notice  if  the  other  party  proposes  unacceptable  changes  to  the 
terms  of  the  arrangement. 

Conclusions 

In  general,  the  payment  methods  being  used  by  MAHMO-member  HMOs  seem  to  be  appropriate 
and  reasonable.  They  are  structured  to  give  financial  incentives  to  physicians  for  thoughtful 
practice,  but  provide  ample  protection  for  physicians  against  uncontrollable  or  unpredictable 
costs,  and  for  patients  against  inappropriate  incentives  to  withhold  necessary  services.  Although 
risk-sharing  is  common,  both  through  capitation  and  withhold  arrangements,  in  all  but  a  few  cases 
these  methods  are  being  used  in  conjunction  with  large  physician  units,  either  formal  group 
practices,  CPAs  or  PHOs,  or  through  the  creation  of  provider  units  that  share  risk  broadly  across  a 
large  number  of  physicians  and,  often,  hospitals  as  well.  It  is  common  for  HMOs  to  adjust 
payment  for  factors  such  as  patient  satisfaction,  clinical  quality,  and  administrative  compliance. 

There  are  two  plans  that  are  capitating  some  physicians  on  an  individual  basis,  one  of  which  does 
not  have  a  minimum  panel  size  requirement.  Although  these  arrangements  are  for  a  limited  range 
of  primary  care  services,  and  most  physicians  contracting  with  these  plans  are  capitated  as 
members  of  groups,  some  observers  may  have  concerns  that  these  arrangements  could  adversely 
affect  access  or  quality  if  the  HMOs  do  not  have  eflfective  systems  for  monitoring  and  influencing 
the  care  delivered  to  plan  members. 

In  addition,  it  is  important  to  reiterate  that  this  project  looked  only  at  the  payment  methods  being 
used  by  HMOs,  not  the  arrangements  that  are  being  used  by  physician  group  practices,  CPAs, 
PHOs  or  other  provider  units  to  pay  physicians.  As  the  health  care  market  continues  to  move 
toward  integrated  delivery  systems  that  assume  financial  risk  from  managed  care  plans  for  a  more 
comprehensive  range  of  medical  care  (e.g.,  global  capitation  arrangements),  it  will  become 
necessary  to  also  look  beyond  the  health  plan  and  analyze  the  payment  arrangements  between 
these  delivery  systems  and  their  member  physicians. 


Table  1 
HMO  Method  of  Payment: 
Predominant  Method  Used  for  Primary  Care  Physicians 


METHOD  OF 
PAYMENT 

NUMBER  OF  HMOs 

PERCENT  OF  HMOs 

FEE-FOR-SERVICE 

No  withhold 

3 

Withhold 

3 

Total 

6 

35% 

CAPITATION 

No  withhold 

4 

Withhold 

2 

Total 

6 

35% 

SALARY 

No  withhold 

4 

Withhold 

1 

Total 

5 

30% 

Table  2 
HMO  Method  of  Payment: 
Predominant  Method  Used  for  Individual  Specialists 


METHOD  OF 
PAYMENT 

NUMBER  OF  HMOs 

PERCENT  OF  HMOs 

FEE-FOR-SERVICE 

No  withhold 

9 

Withhold 

4 

Total 

13 

76% 

CAPITATION 

No  withhold 

2 

Withhold 

0 

Total 

2 

12% 

SAI  ARY 

orA.l-//A.JCV  X 

No  withhold 

1 

Withhold 

1 

Total 

2 

12% 

Table  3 

Comparison  of  Physician  Payment  Methods:  Massachusetts  in 

1997  and  U.S.  in  1994 


Method  of 
Payment 

tlJVlUS  ID 

Massachusetts 

in  lOaT* 
ID  177 / . 

PCPs 

HMOs  in 

TT  C  in  IQQ^* 

U.O.  ID  1774. 

PCPs 

ujtius  id 
Massachusetts 
in  Lyy  1 » 
Specialists 

HMOs  in 
Specialists 

FEE-FOR- 

SERVICE 

No 

18% 

31% 

53% 

52% 

withhold 

Withhold 

18% 

12% 

24% 

19% 

Total 

35% 

43% 

76% 

70% 

CAPITATION 

No 

24% 

8% 

12% 

10% 

withhold 

Withhold 

12% 

29% 

0% 

7% 

Total 

35% 

37% 

12% 

17% 

SALARY 

No  . 

24% 

8% 

6% 

6% 

withhold 

Withhold 

6% 

11% 

6% 

6% 

Total 

30% 

19% 

12% 

12% 

Source:  U.S.  data  taken  &x)m  1995  Aimual  Repon  to  Congress  of  the  Physician  Payment  Review 
Commission,  Chapter  10,  pp.  23 1  and  232. 


Table  4 


Geographic  Variation  in  Managed  Care  Contracting  and 

Capitation:  1995 


Percentage  of 

Percentage  of 

revenues  earned 

revenues  earnc 

Percentage  of 

from  managed 

Percentage  of 

under  capltatic 

physicians  with 

care  (only 

physicians  with 

(only  physician 

managed  care 

physicians  with 

capitated 

with  capitated 

Region  and  states 

contracts 

contracts) 

contracts 

contracts) 

New  England 

90.4% 

39.3% 

41.7% 

.  15.2% 

Massachusetts 

92.1 

40.0 

46.2 

16.8 

Mid-Atlantic 

81.9 

29.5 

.  28.9 

18.1 

New  York 

79.1 

31.1 

24.6 

17.9 

Pennsylvania 

82.0 

28.2 

31.4 

22.9 

East  North  Central 

86.4 

30.4 

33.6 

18.5 

Illinois 

84.0 

31.6 

39.0 

15.8 

Michigan 

86.9 

28.9 

27.3 

18.7 

West  North  Central 

81.7 

38.0 

28.6 

17.7 

Minnesota 

80.0 

45.7 

28.7 

20.5 

South  Atlantic 

83.0 

32.2 

26.1 

15.4 

Florida 

82.5 

31.0 

25.0 

18.5 

East  South  Central 

83.6 

34.6 

24.1 

17.6 

Tennessee 

91.6 

37.9 

32.6 

22.7 

West  South  Central 

80.4 

34.2 

27.9 

17.5 

Texas 

78.1 

37.2 

26.0 

17.4 

Mountain 

85.2 

46.1 

37.1 

20:8 

Colorado 

89.4 

52.9 

46.0 

21.4 

Pacific 

84.8 

47.1 

38.0 

26.6 

California 

85.7 

47.6 

37.2 

29.2 

All  physicians 

84.0 

36.1 

32.5 

19.2 

SOURCE:  American  Medical  Association  Socioeconomic  Monitoring  System  survey,  1995. 


Table  taken  from:  C.  Simon  and  D.  Emmons,  "Physician  Earnings  at  Risk: 
An  Examination  of  Capitated  Contracts,"  Health  Affairs,  Volume  16,  number 
3  (May/June  1997),  p.  122. 


Table  5 

HMO  Physician  Payment  Arrangements 
Detail  on  Methods  that  Include  Withholds 


NumlK-rof  HMO.s: 

Numhcrol  HMOs: 

Feature  (il  An  anm-nicnl 

Priman  Care  Pli>Niciaii 

SpccialiM  Ph>sii:taii  PaNincnl 

Pii>  niciU  Ariaiiuciiicnts 

AiianucmciUs 

1.  AMOUNT  OF 

WITHHOLD 

•      1  -  I  u  /o 

-J 
J 

1 

_        111  CO/ 

•  11-15% 

1 

•     i  o-zu  /o 

* 

* 

•  >20% 

0 

0 

2.  ENTITY  AT  RISK 

•    Individual  Physician 

0 

0 

•    Group  practice/  IPA 

2 

1 

•    Physician  and  Hospital 

2 

2 

Unit 

•    All  HMO  Physicians 

collectively 

2 

2 

3.  SERVICES  FOR 

WHICH  WITHHOLD 

IS  AT  RISK 

•    Most  services 

I 

•    Most  except  selected 

2 

2 

(e.g.,  mental 

health/substance  abuse) 

•    All  medical  care 

3 

3 

4.  BASIS  FOR 

WllUHOLD  RETURN 

•    Actual  costs  vs.  Budget 

4 

3 

•    Actual  vs.  Budget  and 

1 

I 

clinical/service 

performance 

•    HMO  discretion 

1 

1 

5.  DO  PHYSICIANS 

SHARE  IN  SURPLUS 

BEYOND  RETURN  OF 

WITHHOLD? 

•  No 

2 

1 

•  Yes 

4 

4 

-Amount  is  limited 

4 

4 

-Amount  is  unlimited 

0 

0 

*One  HMO  has  a  20%  withhold  on  inpatient  services  and  a  10%  withhold  on  all  other 
physician  services 


Table6 

HMO  Physician  Payment  Methods 
Detail  on  HMO  Primary  Care  Physician  Capitation  Arrangements 


FEATURES  OFuCAPlTATION 

NUMBER  OF 

ARRANGEMENT 

HMOs 

1 

1. 

CAPITATED 

• 

Primary  care  services  only 

4 

• 

Primary  care  and  specialist  referrals 

• 

Most/all  medical  care 

2 

2. 

RISK  UNIT/ENTITY  AT  RISK 

• 

Individual  Primary  Care  Physician 

2 

• 

Group  practice 

2 

• 

Multispecialty  Group  Practice 

z 

3. 

HMO  HAS  A  MINIMUM  PANEL  SIZE 

(50%) 

BEFORE  CAPITATION  PAYMENT  IS 

3 

USED 

4. 

FACTORS  USED  TO  ADJUST 

CAPITATION: 

• 

Age  and  sex 

6 

(100%) 

• 

Type  of  payor  (e.g.,  commercial.  Medicaid) 

6 

(100%) 

• 

Patient-level  stop  loss 

4 

( 67%) 

• 

Aggregate-level  stop  loss 

2 

( 33%) 

• 

Guaranteed  fee-for-service  equivalent  for  practices 

below  a  minimum  panel  size 

1 

(  17%) 

Table  7 


HMO  Physician  Payment  Arrangements 
Detail  on  Methods  that  Include  Bonus 


HMO  A 

HMO  B 

IIMOC 

HMOD 

HMO  E 

HMOF 

1.  TypeofPCP 
Payment  Method 

Capitation 

Capitation 

Capitation 

Capitation 

Capitation 

Fee-for- 
service  with 
witnnoia 



2.  Range  of  Bonus 

U- 1 3  vo  OI 
capitation 

U-JU yo  01 

capitation 

U- 1 U  vo  01 

capitation 

— —  

Depends  on 

HMO 

•  I  Uvo  10 

+30%  of 

pmpm 

3% 

15% 

8% 

<5%  of 
capitation 

10%» 

Not 

available 

4.  Facton  used  in 
bonus: 

a.  Cost  and  Use 

30% 
of  bonus 

45% 
of bonus 

57% 
of  bonus 

54% 
of  bonus 

17% 
of bonus 

17% 
of bonus 

•  Hospital 

V 

V 

•  Specialist 

V 

V 

•  Emercencv 
room 

V 

V 

A 

V 

•     MD  visits 

•       Trttal  TTipHipjil 

costs 

V 

b  Oualitv: 

60% 
of bonus 

40% 
of bonus 

43% 
of bonus 

42% 
of bonus 

78% 
of bonus 

50% 
of  bonus 

•     Member  survev 

\ 

\ 

\ 

^l 

\ 

V 

•  Case/chart 
review 

V 

\ 

V 

V 

V 

•     Patient  access 

v 

V 

•     Other  measures 

V 

c.  Administrative 
Measures 

10% 
of bonus 

15% 
of bonus 

0% 
of bonus 

8% 
of bonus 

5% 
of  bonus 

33% 
of bonus 

*  Compliance 

with  cjirp 

authorization 

•  Panel 

size/growth 

\ 

V 

*  v^oopeiauon 
with  MC 
philosophy 

•     Other  factors 

5.  Any  adjustment 
for  catastrophic 
cases/case  mix? 

No 

Yes 

Yes 

Yes 

Yes 

Yes 

6.  Any  exclusions 
for  high  cost  or 
unpredictable 
types  of  service? 

No 

Yes 

No 

Yes 

Yes 

Yes 

MASSACHUSETTS  MEDICAL  SOCIETY 
PATIENT  BILL  OF  RIGHTS  FOR  EMERGENCY  CARE 


PREAMBLE:  NO  PATIENT  WELL  BE  DENIED  EMERGENCY 
EVALUATION  AND  STABILIZATION  BASED  ON  THEIR  LACK  OF 
INSURANCE  COVERAGE  OR  ABILITY  TO  PAY 

A  patient  has  the  rig^t  to: 

1 .  Ejq)cct  your  Managed  Care  Plan  (MCP)  to  educate  you  about  the  appropriate 
use  of  91 1  (or  its  local  equivalent)  in  medical  emergencies  and  the  Prudent 
Layperson  definition  of  an  emergency  (as  defined  in  S.  1927,  1995-96  session). 

2.  Expect  yoiLU"  MCP  to  educate  you  on  how  and  when  lo  contact  and  best  utilize 
available  sources  of  urgent  and  emergent  health  care  (including  your  primary  care 
physician.) 

3.  Expect  your  MCP  to  provide  coverage  for  emergency  care  accessed  according 
to  the  Prudent  Layperson  definition  (S.  1927,  1995-6  session). 

4.  Expect  a  medical  screening  examination  and  appropriate  stabilization  as 
described  in  EMTALA. 

5.  Expect  the  Emergency  Dqpartmcnt  (ED)  to  make  a  reasonable  effort  to  access 
readily  available  medical  information  pertinent  to  your  ED  visit  fix)m  your  primary 
care  physician  (PCP),  covering  physician,  and/or  MCP. 

6.  Expect  your  PCP,  covering  physician,  or  MCP  to  respond  in  a  timely  manner 
and  provide  readily  available  pertinent  information  to  assist  the  ED  physician  in 
rendering  appropriate  care. 

7.  Expoct  that  additional  emergency  departmait  care  required  after  the  medical 
screening  examination  and  stabilization  (consistent  with  EMTALA)  should  be 
coordinated,  as  appropriate,  with  your  PGP,  covering  physician,  or  MCP  and  will 
be  provided  in  a  timely  fashion. 


S.  Expect  the  ED  to  make  reasonable  efforts  to  provide  pertinent  information  on 
your  ED  visit  to  you,  your  PCP,  covering  physician,  or  MCP  in  order  to  facilitate 
timely  follow-up  care. 

9.  Expect  the  ED  to  advise  you  on  the  need  for  follow-up  care  and  the  importance 
of  pron^tly  contacting  your  PCP,  covering  physician,  or  MCP  to  make 
arrangements  for  any  necessary  foUow-up  care.  Upon  contacting  your  PCP, 
covering  physician,  or  MCP  for  follow-up  care,  caqiect  your  PCP,  covering 
physician,  or  MCP  to  make  appropriate  arrangements  for  that  care. 

10  Expect  your  insurer  or  MCP  to  provide  a  fair,  timely,  and  understandable 
grievance/appeals  process  for  emergency  care  coverage  that  has  been  denied. 
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MMS  Policy  on  Appeals  from  Denials  of  Care  in  Managed 


Care  Organizations 


1.  Adequate  appellate  mechanisms  for  both  patients  and 
physicians  should  be  in  place  to  address  disputes  regarding 
medically  necessary  care. 

2.  In  some  circumstances,  physicians  have  an  obligation  to  initiate 
appeals  on  behalf  of  their  patients. 

Cases  may  arise  in  which  a  health  plan  has  an  allocation 
guideline  that  is  generally  fair,  but,  in  particular 
circumstances,  results  in  denial  of  care  that,  in  the 
physician's  judgment,  would  materially  benefit  the 
patient.  In  such  cases,  the  physician's  duty  as  patient 
advocate  requires  that  the  physician  challenge  the  denial 
and  argue  for  the  provision  of  treatment  in  the  specific 
case. 


Cases  may  also  arise  when  a  health  plan  has  an  allocation 
guideline  that  is  generally  unfair  in  its  operation.  In  such 
cases,  the  physician's  duty  as  patient  advocate  requires 
not  only  a  challenge  to  any  denials  of  treatment  from  the 
guideline  but  also  advocacy  at  the  health  plan's  policy 
making  level  to  seek  an  elimination  or  modification  of  the 
guideline. 

A  physician  should  assist  patients  who  wish  to  seek 
additional,  appropriate  care  outside  of  the  plan  when  the 
physician  believes  the  care  is  in  the  patients  best  interest. 


3.  An  advisory  board  that  is  independent  of  the  entity's  business 
management  and  has  a  majority  membership  of  physicians 
should  approve  of  utiHzation  review  policies  and  procedures, 
quality  and  credentialing  procedures,  and  medical  management 
procedures. 

4.  Final  decisions  about  the  medical  management  of  individual 
cases  should  always  reside  with  appropriately  qualified 
physicians. 

5.  Plans  should  provide  patients  with  clear,  standardized 
information  about  coverage,  benefits,  exclusions,  limitations, 
prior  authorization  requirements,  concurrent  and  post-pavment 
review  requirements,  utilization  review  procedures,  appeals 
processes,  financial  incentives  and  disincentives  to  physicians, 
medical  loss  ratios,  enrollee  satisfaction,  and  other  such 
relevant  information  as  may  be  deemed  necessary  to  inform  the 
public  about  the  quality  of  care. 

6.  The  Society  will  develop  an  instructional  brochure  to  assist 
patients  in  resolving  conflicts  with  insurers  involving  denials  of 
care  and  access  to  care  and  identifying  resources  including 
governmental  agencies,  patient  advocacy  groups  and  consumer 
protection  agencies. 
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CALIFORNIA 


STATE  POPULATION:    3 1 .5  million 

1991  MANAGED  CARE  PENETRATION:  32.5% 

1996  MANAGED  CARE  PENETRATION:  41% 

NAME  AND  SIZE  OF  LARGEST  HMO:  Kaiser  Foundation,  4.8  million 
REGULATION  HISTORY: 

The  Knox-Keene  Health  Care  Service  Plan  Act  of  1975  created  the  basis  for  regulation  of  health  maintenance 
organizations  in  California.  This  Act  was  promoted  by  financial  scandals  among  some  Medi-Cal  (Medicaid) 
HMOs  in  the  early  1970s.  Since  1975,  the  Act  has  been  considerably  enhanced  through  additional  legislation 
and  regulation  to  encompass  not  only  financial  solvency  and  adequate  reserves,  but  also  mandatory  quality 
assurance  programs,  controls  on  utilization  review,  mandated  benefits,  emergency  care  coverage,  grievance 
systems  and  conversions  of  non-profit  plans  to  for-profit  status.  The  number  of  bills  dealing  with  HMOs  and 
other  managed  care  plans  has  increased  significantly  over  the  past  three  years. 

CURRENT  REGULATION: 

Issuance  of  Certificate  of  Authority:  California  Department  of  Corporations  licenses  health  care  service  plans. 
Plan  pay  annual  assessments  based  on  enrollment  as  well  as  additional  fees  for  review  of  plan  expansions  and 
new  product  filings. 

Periodic  State  Review:  California  Department  of  Corporations,  every  3  years 

External  Quality  of  Care  Audits:  None.  Plans  may  voluntary  subject  themselves  to  accreditation  by  the 
National  Committee  for  Quality  Assurance. 

Utilization  Review  Program:  Every  plan  shall  establish  procedures  in  accordance  with  department  regulations 
for  continuously  reviewing  the  quality  of  care,  performance  of  medical  personnel,  utilization  of  services  and 
faciliUes,  and  cost.  There  shall  not  be  monetary  liability  on  the  part  of  those  who  participate  in  utilization 
review  by  peer  review  committees. 

Who  Handles  Grievance  Procedures: 

1.  Plan  -  Informal  (Stage  I)  Plan  may  establish  their  ovm  internal  system.  30  days  to  resolve  grievance, 
may  also  administratively  fine  the  plan  up  to  $250,000.  Plans  must  use  an  outside  independent,  expert 
review  panel  for  review  of  denials  of  experimental  treatments  for  terminally  ill  members. 

2.  Plan  -  Formal  (Stage  II)  Plan  establishes  it's  own  internal  system  to  review  appeals.  They  have  an 
additional  30  days  for  such  review. 

3.  Department  of  Corporations  -  (Stage  III)  If  member  has  exhausted  60  days  in  the  plans  grievance 
system,  they  may  apply  to  the  Department  of  Corporations  for  a  review.  The  Department  may  use 
external  utilization  groups  or  other  licensed  clinicians  to  make  this  determination. 

Disclosure  of  Financial  Arrangements: 

a.  Mandatory:  Yes,  Dept.  of  Corporations.  All  types  of  bonus  and  financial  incentive  arrangements  they 
have  with  their  providers  must  be  disclosed. 

b.  Exceptions:  Plans  may  not  pay  incentives  that  directly  or  indirectly  induce  the  delay,  denial, 
reduction  or  withholding  of  medically  necessary  care. 

HMO  Consumer  Bill  of  Rights:  Bill  pending.  2  year  bill 

Emergency  Room:  Plans  can  deny  payment  if  they  prove  the  visit  was  non-emergent.  If  there  is  a  disagreement 
between  the  plan  and  provider  regarding  necessary  medical  care,  plan  assumes  reasponsibility  for  care  of 
patients  by  having  its  medical  personnel  take  over  the  case  or  transferring  the  patient. 
REPORT  CARDS  :  None 

RELEVANT  BILLS  PENDING: 

AB  794  -  Requires  anyone  who  makes  a  decision  regarding  medical  necessity  or  appropriateness  to  have  a 
California  physician's  license,  requires  a  plan  employee  to  physically  examine  a  patient  prior 
to  any  denial  of  care  by  the  plan  and  requires  plans  to  publicly  disclose  their  clinical  guidelines 
and  protocols. 


AB  317  -  Would  require  plans  to  publicly  disclose  proprietary  cost  and  utilization  data  as  well  as  substantiate 
their  methods  for  calculating  capitation  rates  and  the  adequacy  of  those  rates. 

AB  224  -  Patient  Bill  of  Rights  (timely  access  to  care,  right  to  quality,  affordable  health  care  professionals, 
right  to  benefits  that  meet  patients  health  care  needs,  right  to  access  providers  where  they  live  and 
work,  right  to  grievance  procedures  with  independent  review,  right  to  accurate  and  understandable 
information  about  coverage,  etc.  )  This  is  a  two  year  bill  and  will  not  be  considered  this  year. 

AB  977  -  Would  require  HMOs  to  obtain  certificates  of  corporate  medical  practice  from  each  and  every 

professional  licensing  board  that  licenses  a  professional  under  contract  with  a  plan.  Also  subjects 
HMOs  to  the  Medical  Practice  Act,  which  governs  physicians  and  surgeons,  and  subjects  HMOs  to 
medical  malpractice  actions. 

COMMENTS: 

This  year,  the  California  Association  of  Health  Plans,  which  represents  HMOs  in  the  state,  is  strongly  opposing 
bills  what  would  require  binding  arbitration  for  any  adverse  action  against  a  provider,  subject  health  plans  to 
liability  for  medical  malpractice,  subject  medical  directors  to  Medical  Board  oversight  for  their  coverage 
decisions,  require  public  disclosure  of  proprietary  health  plan  cost  and  utilization  data,  and  require  a  physical 
examination  by  a  medical  director  or  other  plan  employee  before  any  care  can  be  denied. 


CONNECTTCTIT 


STATE  POPULATION;  3.3  million 

1991  MANAGED  CARE  PENETRATION:  18.6% 

1996  MANAGED  CARE  PENETRATION:  29.8% 

NAME  AND  SIZE  OF  LARGEST  HMO:  Connecticut  Blue  Cross/Blue  Shield,  217  thousand 
REGULATION  HISTORY: 

Consumers  continually  prodded  by  providers  wanted  legislation  on  managed  care.  A  bill  was  finally 
introduced  last  year,  which  passed  in  the  Senate  but  died  in  the  House.  At  this  time  the  Legislative  Program 
Review  Committee  investigated  what  was  going  on  in  the  state  regarding  managed  care.  The  report  is  150 
pages  with  recommendations.  Many  of  these  recommendations  are  in  this  years  bill  which  was  passed  by  both 
the  House  and  Senate.  Governor  Rowland  expected  to  sign  it  into  law  at  the  end  of  June,  Public  Act  97-99. 

CURRENT  REGULATION: 

Issuance  of  Certificate  of  Authority:  Division  of  Insurance 
Periodic  State  Review:  Division  of  Insurance,  every  3  years 

External  Quality  of  Care  Audits:  Plan,  then  Division  of  Insurance  or  External  Review  (Groups  pay  a  $2,500  fee 
yearly  to  the  Division),  which  must  be  certified  as  external  reviewer. 

Utilization  Review  Program:  All  determinations  to  deny  or  limit  an  admission,  service,  procedure  or  extension 
of  stay  shall  be  directly  communicated  by  the  plan  to  the  member  and/or  provider.  Written  notice  of  denial 
must  be  supplied  to  the  member  with  an  explanation  of  the  appeal  process. 
Who  Handles  Grievance  Procedures: 

1.  Plan  -  Formal  (Stage  I).  Plan  determines  who  reviews  claims.  Must  include  licensed  clinician 
of  the  same  speciality.  30  days. 

2.  Plan  -  Formal  (Stage  II).  Plan  determines  who  reviews  claims.  Must  include  licensed  clinician 
but  not  members  who  denied  original  request.  30  days 

3.  Department  of  Insurance  -  Formal  (Stage  III).  If  member  has  exhuasted  internal  plan  procedures, 
they  may  file  with  the  Department  with  a  $25.00  (exception  for  hardships)  fee  and  request  a 
review.  The  Commissioner  of  Insurance  will  then  assign  the  grievance  totan  outside  utilization 
review  group  for  a  decision.  30  days. 

Emergency  Room  Access:  Members  may  call  91 1  if  "prudent  layperson"  (possessing  average  knowledge  of 
medicine  and  health)  expects  lack  of  medical  attention  will  place  member  in  severe  jeopardy.  Member  will  be 
screened  and  stabilized  in  the  emergency  room  and  transferred  to  a  participating  hospital  if  necessary.  This  is 
not  subject  to  prior  authorization.   The  Division  of  Insurance  Commissioner  is  mandated  to  develop  a 
workgroup  to  review  emergency  room  claim  submissions  because  of  inaccurate  claim  submissions.  Both  the 
hospital  and  managed  care  organizations  also  feel  this  is  a  problem  and  are  working  with  the  Division.  There 
are  multiple  problems  on  what  symptoms  a  member  has  upon  presentation  to  the  emergency  room,  versus  a 
discharge  diagnosis,  which  is  used  in  claims  payment. 
Financial  Disclosure: 

a.  Mandatory:  no,  physicians  may  discuss 

b.  Exceptions:  physicians  do  not  have  to  file  individual  fee  schedules  with  DDI. 

HMO  Consumer  Bill  of  Rights:  none.  Connecticut  feels  this  is  not  needed  if  laws  and  regulations  are  in  effect. 
REPORT  CARDS  :  Division  of  Insurance  is  required  to  do  report  cards.  All  HMOs  and  the  top  15  indemnity 
carriers  will  be  required  to  submit  data.  Plans  must  file  their  quality  assurance  standards,  ratios,  prior 
authorization  denied,  complaints,  all  NCQA  standards  for  HEDIS,  model  and  provider  contracts,  financials, 
and  what  ever  else  the  Division  feels  appropriate.  Plans  must  file  this  information  prior  to  May  1998.  This 
information  gathering  has  not  been  started.  However,  the  Division  currently  conducts  market  conduct  reviews 
every  three  years  (how  entity  is  actively  participating  in  state,  payment  of  claims,  denials,  etc).  This  will 
probably  be  combined  with  the  report  card  piece. 


RELEVANT  BILLS  PENDING: 

All  managed  care  health  reform  bills  were  passed.  Session  ended  Wednesday,  June  4th. 


NEW  JERSEY 


STATE  POPULATION:   8  million 

1991  MANAGED  CARE  PENETRATION:  14.5% 

1996  MANAGED  CARE  PENETRATION:  22% 

NAME  AND  SIZE  OF  LARGEST  HMO:  U.S.  Healthcare,  650,000  thousand 
REGULATION  HISTORY: 

The  decision  to  overhaul  the  HMO  regulations  were  based  on  growing  enrollment  in  managed  care  plans  and  the  fact 
that  the  original  regulations  were  outdated  regarding  many  consumer  protection  issues.  More  and  more  legislators  were 
introducing  disease  or  treatment  specific  bills.  The  NJHMO/NJHA  argued  many  bills  as  unreasonable  with 
unsubstantiated  documentation.  NJHMOA/NJHA  wanted  the  executive  branch  to  step  in,  create  a  reasonable 
regulation  with  hopes  this  would  cease  many  bill  introductions.  The  Division  of  Health  Care  Services  set  up  a  30 
member  panel  to  review  the  regulatory  process.  Members  included  hospitals,  home  health  agencies,  nurses  association, 
consumers,  medical  society,  etc.  Meetings  were  monthly  and  the  process  took  two  years  to  complete  .  Rules  regulating 
members  rights  and  appeals  were  effective  March  15,  1997  and  all  other  guidelines  will  be  effective  on  July  1,  1997. 

CURRENT  REGULATION: 

Issuance  of  Certificate  of  Authority:  NJ  Dept.  of  Health  and  Senior  Services  and  Dept.  of  Banking  and  Insurance 
Periodic  State  Review:  Departments  of  Health  and  Senior  Services  and  Banking  and  Insurance.  HMO  is  assessed  a 
$  1 ,000  yearly  fee  for  this.  Examinations  may  be  conducted  yearly  but  in  no  case  less  than  once  every  three  years. 
Information  required  are  copies  of  audited  financial  statements,  solvency  plan,  description  of  methods  used  by  the 
HMO  to  facilitate  access  to  services  for  culturally  and  linguistically  diverse  members,  complaint  and  appeal  procedures, 
quality  improvements  program,  utilization  management's  program  and  appeals  process,  etc. 

Extemal  Quality  of  Care  Audits  :  Yes,  as  part  of  the  comprehensive  assessment  review,  HMOs  must  have  a  external 
audit  conducted  every  three  years.  Such  audits  shall  be  performed  by  an  extemal  quality  review  organization  (EQRO) 
approved  by  the  Department. 

Utilization  Review  Program:  All  determinations  to  deny  or  limit  an  admission,  service,  procedure  or  extension  of  stay 
shall  be  rendered  by  a  physician.  The  determination  shall  be  directly  communicated  by  the  physician  to  the  provider. 
Written  notice  of  denial  must  be  supplied  to  the  member  with  an  explanation  of  the  appeal  process. 
Who  Handles  Grievance  Procedures: 

1  .  Plan  -  Informal  Process  (Stage  I) .  Member  has  opportunity  to  discuss  with  the  medical  director  and/or 
physician  designee  who  rendered  the  decision  within  72  hours  for  medical  emergencies,  5  business 
days  for  all  others. 

2.  Plan  -  Formal  Process  (Stage  II).  Appeals  shall  be  before  a  panel  of  physician  and/or 

other  health  care  professionals  selected  by  the  HMO  who  have  not  been  involved  in  the 
utilization  management  determination  at  issue.  72  hours  for  medical  emergencies,  20  business 
days  for  all  others. 

3.  Independent  Utilization  Review  Organization  (Stage  III).  Member  must  submit  request  in  writing  to  the 
Department  with  a  $25.00  filing  fee.  Final  determinations  shall  be  made  within  30  business  days. 

Emergency  Room  Access:  Coverage  for  trauma  services  as  medically  necessary.  Coverage  continues  until 
the  attending  physician  decides  the  member  is  medically  stable,  no  longer  requires  critical  care,  and  can  be 
safely  transferred  to  another  facility.  Upon  members  arrival  in  a  hospital,  coverage  of  a  medical  screening 
examination  required  by  Federal  Law  and  as  necessary  to  determine  whether  an  emergency  medical  condition 
exists  is  paid  for  by  the  plan. 
Financial  Disclosure: 

a.  Mandatory:  Yes,  filed  with  the  Departments  of  Health  and  Senior  Services  and  Banking 

b.  Exceptions:  HMOs  report  aggregate  provider  data  only 
HMO  Consumer  Bill  of  Rights: 

Rights  to  have  a  choice  of  specialist  following  a  referral,  for  consumers  with  chronic  disabilities  to  be 
referred  to  specialists  who  are  experienced  in  treating  their  disabilities,  call  911  in  a  potentially  life- 
threatening  situation  without  prior  approval  from  your  HMO,  to  receive  up  to  1 20  days  of  continued  coverage 


-  if  medically  necessary  from  a  doctor  who  has  been  terminated  by  an  HMO,  to  have  a  doctor  m^e  the 
decision  to  deny  or  limit  your  coverage,  to  know  how  your  HMO  pays  your  doctors,  so  you  know  if  there  are 
financial  incentives  or  disincentives  tied  to  medical  decisions,  to  appeal  a  decision  to  deny  coverage,  first 
within  the  HMO  and  then  through  an  independent  organization  for  a  $25.00  filing  fee  and  the  right  to  know 
your  doctor  cannot  be  penalized  for  filing  a  complaint  or  appeal . 

Pr 

REPORT  CARDS  :  The  Division  of  Health  Care  Services  is  just  now  starting  to  work  on  this  process.  They  promised 
to  have  report  cards  by  the  end  of  1 997.  NJHMOA/NJHA  agrees  that  this  should  be  done  if  reasonable  and  that  the  li^ 
Division  should  stick  with  HEDIS  measures.  HEDIS  has  more  in-depth  measures  than  any  other  system  and  it's  m 
national  so  benchmarking  would  be  ideal.  There  are  4  HEDIS  measures  that  are  going  to  be  used.  However,  not  all 
plans  in  NJ  are  certified  by  NCQA  and  some  plans  do  not  have  enough  members  to  report  stats.  This  will  leave  12 
major  HMO's  in  the  state  with  reportable  data. 

'  ca 

RELEVANT  BILLS  PENDING:  i  ^ 

1 .  S-269/A2420   -  Health  Care  Quality  Act,  one  provision  mandates  a  point  of  service  plan  offering 

to  all  contract  holders  and  a  written  cause  of  termination  requirement.  Included  in  this  bill 
are  guidelines  to  replace  HMO  in-house  grievance  procedures  with  an  external  appeals  process. 
Bill  has  passed  in  the  Senate  6/5/97. 

2.  S-1 827/A-2636  -  Certificate  of  authority  for  a  limited  purpose  managed  health  service  organizations.  j  El 

Managed  Care  Organizations  would  provide  specialized  mental  health  and  substance  abuse  '  II 

services  to  only  those  individuals  who  receive  Medicaid,  Medicare  and  other  gov't  fimds. 


NEW  YORK 

STATE  POPULATION:  16  million 

1991  MANAGED  CARE  PENETRATION:  16% 

1995  MANAGED  CARE  PENETRATION:  31% 

NAME  AND  SIZE  OF  LARGEST  HMO:  Oxford  Health  Plans  1  million 
REGULATION  fflSTORY: 

Prior  law  language  was  too  vague  in  certain  areas.  The  legislators  received  feedback  from  constituents  that  enough  was 
not  being  done  in  regulating  managed  care  entities.  The  HMO  Consumer  Rights  Bill  was  designed  to  make  available  to 
health  consumers  more  detailed  information  concerning  their  health  insurance  coverage  options;  to  establish  a 
comprehensive  set  of  standards  for  the  grievance  procedures  of  HMO's  and  insurers  offering  managed  care,  to  ban 
limitations  imposed  by  HMOs  or  insurers  on  a  health  care  providers  right  to  advocate  to  the  HMO  or  insurer  on  behalf 
of  the  patient,  establish  due  process  protections  for  health  care  providers  participating  the  in  the  networks,  HMOs  need 
to  maintain  sufficient  capacity  to  meet  the  needs  of  enrollees,  to  provide  patients  with  better  access  to  needed  specialty 
care  under  HMO  and  other  managed  care  products  and  to  establish  a  comprehensive  set  of  standards  for  the 
performance  of  utilization  review  under  HMO  and  health  insurance  products.  Rules  regulating  the  operational  fiinction 
of  HMOs  were  effective  January  1,  1997  and  all  other  guidelines  were  effective  on  April  1,  1997. 

CURRENT  REGULATION: 

Issuance  of  Certificate  of  Authority:  Department  of  Public  Health  and  Department  of  Insurance 
Periodic  State  Review:  Department  of  Public  Health  and  Department  of  Insurance 
Extemal  Ouality  of  Care  Audits:  None 

Utilization  Process:  Independent  Utilization  Review  agents  (those  which  are  not  licensed  or  certified  HMOs  or 
insurers)  must  register  within  the  Department  of  Public  Health  and  renew  their  registration  every  two  years. 
Who  Handles  Grievance  Procedures:  Internal  Plan 

1 .  Plan  -  Informal  Process  (Stage  I).  Grievances  can  be  filed  orally  through  a  toll  free  number.  Plan  may 

decide  who  has  authority  unless  it's  a  clinical  matter.  Plan  is  then  required  to  designate  appropriately 
trained  personnel  to  handle  this,  including  one  or  more  licensed,  certified  or  registered  health 
professional.  48  hours  for  medical  emergencies 

2.  Plan  -  Formal  Process  (Stage  II)  Written  grievance  is  filed.  Plan  is  then  required  to  designate 
appropriately  trained  personnel  to  handle  this,  including  one  or  more  licensed^^certified  or  registered 
health  professional  who  did  not  make  the  initial  determination  and  a  clinical  peer.  45  days  for  this 
process. 

Emergency  Room  Access:  Members  may  call  91 1  if  "prudent  layperson"  (possessing  average  knowledge  of 
medicine  and  health)  expects  lack  of  medical  attention  will  place  member  in  severe  jeopardy.  Member  will  be 
screened  and  stabilized  in  the  emergency  room  and  transferred  to  a  participating  hospital  if  necessary.  This  is  not 
'  subject  to  prior  authorization. 
Disclosure  of  Financial  Arrangements: 

a.  Mandatory:  Yes 

b.  Exceptions:  Plans  must  provide  a  description  of  financial  arrangements  in  the  members  handbook 
HMO  Consumer  Bill  of  Rights 

Rights  to  have  a  choice  of  specialist  following  a  referral,  for  consumers  with  chronic  disabilities  to  be 
referred  to  specialists  who  are  experienced  in  treating  their  disabilities,  call  911  in  a  potentially  life- 
threatening  situation  without  prior  approval  from  your  HMO,  to  have  a  licensed,  certified  or  registered 
clinician  make  the  decision  to  deny  or  limit  your  coverage,  provide  continuity  of  care  if  medically  necessary  if 
your  provider  leaves  the  network,  to  appeal  a  decision  to  deny  coverage  with  at  least  one  licensed,  certified  or 
registered  health  professional  involved  in  the  grievance  process,  and  the  right  to  know  you  or  your  doctor 
cannot  be  penalized  for  filing  a  complaint  or  appeal . 
Report  Cards:  No  report  card  legislation  has  been  approved.  Superintendent  of  Insurance  issues  a  yearly  report,  a  raw 
table  listing  of  plans,  ranks  the  plans  as  to  how  they  did  in  claims  payment,  number  of  claims  submitted  and  denied, 
consumer  complaints,  length  of  time  complaints  were  solved  in,  etc.  It's  very  raw  data  and  not  considered  a  "report 
card"  product  for  the  consumer. 


RELEVANT  BILLS  PENDING: 

-  A  1816  holds  HMOs  and  other  managed  care  entities  responsible  for  negative  patient  outcomes  when 
benefit  management  decisions  harmed  patient  health 

-  A 1020  (Assemblyman  Gxannis  developing  legislation  that  will  set  uniform  standards  for  coverage  of 
experimental  treatments)  Passed  assembly 

-  SB  384  prohibits  HMOs  and  insurers  fi"om  providing  financial  incentives  to  a  health  care  provider  to 
minimize  services  or  impair  the  quality  of  or  access  to  appropriate  care. 

-  Several  bills  introduced  regarding  prompt  pay  of  claims,  i.e.  Oxford  issue 

-  Managed  Care  Omnibus  Program;  independent  watch  dog  group,  managed  care  advocates  for  the 
consumer 

-  External  Utilization  Review,  similar  to  Connecticut 

-  Consumer  Assistance  program,  800  numbers  to  call,  under  Department  of  Insurance 

-  Managed  Care  Consumer  Advisory  Council,  regional  offices  staffed  with  advocates 
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Managed  Care  Organization  Accrediting  Bodies 


National  Committee  on  Quality  Assurance  (NCQA) 

The  National  Committee  on  Quality  Assurance  (NCQA)  is  an  independent,  not-for-profit 
organization  dedicated  to  assessing  and  reporting  on  the  quality  of  managed  care 
organizations,  including  health  maintenance  organizations  (HMOs).  They  are  govemed 
by  a  Board  of  Directors  that  includes  employers,  consumer  and  labor  representatives, 
health  plans,  quality  experts,  regulators,  and  representatives  from  organized  medicine. 

NCQA's  mission  is  to  provide  information  that  enables  purchasers  and  consumers  of 
managed  health  care  to  distinguish  among  plans  based  on  quality,  thereby  allowing  them 
to  make  more  informed  decisions.  NCQA  focuses  its  efforts  in  two  areas,  accreditation 
and  performance  measurement  (report  cards).  Currently,  these  areas  are  not  integrated. 

More  than  half  of  the  nation's  630  HMOs  have  been  reviewed,  have  a  decision  pending, 
or  are  scheduled  for  a  review  as  part  of  NCQA's  accreditation  process  for  managed  care 
organizations.  Of  the  20  HMO  plans  in  Massachusetts,  14  currently  have  NCQA 
accreditation,  and  all  but  one  have  at  least  initiated  the  process.  NCQA's  standards  for 
health  plan  accreditation  fall  into  six  categories:  quality  improvement,  physician 
credentials,  members  rights  and  responsibilities,  preventive  health  services,  utilization 
management  and  medical  records. 

NCQA  has  recently  begun  to  certify  credentialing-verification  organizations  and  has 
issued  standards  for  behavioral  health  organizations.  NCQA's  accreditation  list  is  now 
on  the  World  Wide  Web  and  receives  between  5,000  and  6,000  hits  per  month. 

Joint  Commission  on  Accreditation  of  Healthcare  Organizations  (JCAHO) 

The  Joint  Commission  evaluates  and  accredits  more  than  17,000  health  care  organization 
in  the  United  States.  It  is  independent  and  not-for-profit.  The  Joint  Commission 
evaluates  and  benchmarks  health  care  organizations  against  their  established  standards. 

The  Joint  Commission  evaluation  and  accreditation  services  are  provided  for: 

•  General,  psychiatric,  children's  and  rehabilitation  hospitals; 

•  Health  care  networks,  including  health  plans,  integrated  delivery  networks  and 
preferred  provider  organizations  (this  is  a  separate  accreditation  track  under  the 
Network  Accreditation  Program,  which  was  launched  in  1997); 

•  Home  care  organizations,  including  those  that  provide  home  health  services,  personal 
care  and  support  services,  home  infusion  and  other  pharmacy  services,  durable 
medical  equipment  services  and  hospice  services; 

•  Nursing  homes  and  other  long  term  care  facilities,  including  subacute  care  programs, 
dementia  programs  and  long  term  care  pharmacies. 

•  Behavioral  health  care  organizations,  including  those  that  provide  mental  health, 
chemical  dependency,  and  mental  retardation/developmental  disabilities  services  for 
patients  of  various  ages  in  various  organized  service  settings;  and  managed  behavioral 


health  care  organizations  (this  is  a  separate  accreditation  track  under  the  Behavioral 
Health  Care  Accreditation  Program,  which  was  launched  in  1997); 

•  Ambulatory  care  providers,  including  outpatient  survey  facilities,  rehabilitation 
centers,  infusion  centers,  group  practices  and  others;  and 

•  Clinical  laboratories 

To  acquire  accreditation,  an  organization  must  undergo  an  on-site  survey  by  a  Joint 
Commission  survey  team  at  least  every  three  years.  To  date,  there  are  no  managed  care 
organizations  in  this  state  accredited  by  JCAHO. 

Utilization  Review  Accreditation  Commission  (URAC)* 

The  Utilization  Review  Accreditation  Commission  has  two  accreditation  programs,  one 
for  utilization  review  organizations  and  one  for  provider  networks.  The  provider  network 
program  is  the  product  of  URAC's  purchase  of  a  preferred  provider  organization  (PPO) 
accreditation  program  and  is  relatively  new.  URAC  accredits  the  utilization/quality 
management  services  of  150  managed  care  programs  throughout  the  United  States. 
URAC  represents  the  managed  care  industry,  health  care  providers,  health  care 
purchasers,  and  regulators  for  market-based  reform.  Their  main  purpose  is  to  achieve 
effective,  efficient,  and  consistent  utilization  review  of  health  care  services.  Meeting 
these  standards  are  accomplished  through  the  following  objectives: 

•  Encouraging  consistency  in  the  procedures  for  interaction  between  UR  organizations 
and  providers,  payers  and  consumers  of  health  care. 

•  Establishing  UR  processes  that  cause  minimal  disruption  to  the  health  care  delivery 
system 

•  Establishing  standards  for  the  procedures  used  to  certify  health  care  services  and  to 
process  appeals  or  UR  determinations 

•  Providing  the  basis  for  an  efficient  process  for  accrediting  UR  organizations. 

•  Providing  an  accreditation  mechanism  that  can  be  applied  efficiently  nationwide  for 
those  states  which  choose  to  regulate  UR  organization  activities. 

Qualifications  for  accreditation  cover  such  issues  as:  confidentiality  of  patient  specific 
information,  utilization  management  program  staff  qualifications  and  credentials, 
program  qualifications,  quality  improvement  programs,  accessibility  and  on-site  review 
procedures,  information  requirements  for  utilization  review  organizations,  utilization 
review  procedures  and  appeals. 

The  Medical  Quality  Commission  (TMQC) 

TMQC  is  a  non-profit  accreditation  organization  dedicated  to  researching  quality  in 
prepaid  health  care.  It  was  incorporated  in  the  state  of  California  in  1991,  to  measure  the 
quality  of  care  provided  by  medical  groups.  TMQC's  focus  is  on  four  major  areas: 

•  An  accreditation  program  for  medical  groups  and  individual  practice  associations 

aPA) 

'  recently  renamed  the  American  Accreditation  Healthcare  Commission  (AAHC) 
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•  Education  programs  designed  to  help  medical  organizations  provide  better  health  care 

•  Research  programs  on  new  techniques  to  improve  quality  and  reduce  cost. 

•  Collaboration  with  others  in  the  health  care  industry  on  quality  initiatives. 

The  accreditation  process  includes  an  in-depth  on-site  survey  by  an  independent  survey 
team  made  up  of  physicians,  health  care  administrators,  and  registered  nurses.  They 
assess  155  standards  with  14  major  areas  affecting  the  delivery  of  quality  patient  care. 
TMQC  may  grant  a  full  three-year  accreditation,  a  provisional  accreditation,  a  deferred 
decision  or  a  non-accredited  decision.  Most  of  the  organizations  accredited  by  TMQC  to 
date  are  in  California. 
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